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Introduction 


1.1 Education and Economic Growth 


Till the sixties economists were concerned more with the 
economic growth and factors contributing to it rather than 
with economic development. They tried to analyse the 
economic growth taking into account different factors like 
declining capital income ratio, increasing aggregate Gross 
National Product, increasing productivity per worker etc. For 
example, R.W. Goldsmith and Simon Kuznets’ who formula- 
ted the time-series for the United States for the years 1839- 
1859, brought the phenomenon of a declining capital income 
ratio together with an increasing aggregate Gross National 
Product to the attention of the economists. 


After the World War II in the United States, Japan and 
other western industrialised countries a rise in total producti- 
vity was witnessed. The impressive growth rates registered by 
the United States, Japan and other industrialised countries 
were attributed not so much to the increase in capital per 


J. S. Kuznets, Capital in the American Economy: Its Formation and 
Financing, Princeton University Press for National Bureau of 
Economic Research, Princeton, 1961. 
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worker as to the increased productivity per worker. The 
increasing amount of resources which were spent on the 
potential labour-force in the form of education had gone to 
increase the skill and ability of the worker. Consequently, a 
dramatic improvement in the quality of labour and capital 
input (efficient use of physical capital due to education) had 
taken place in the advanced industrialised countries. It was 
this high skill content of labour which largely accounted for 
the increased productivity. In other words, increased pro- 
ductivity was said to be the result of investment in man in the 
form of education and training. Formation of non-physical 
or human capital thus, was recognized as an important aspect 


of development strategy by developed and underdeveloped 
countries alike.? 


The investment-in-man in the form of education and train- 
ing and its impact on the development process of the economy 
is not a quite new idea. In fact, the classical economists had 
earlier recognized the importance of mutual relationship 
between education and economic development. Later on this 
concept was further elaborated and explained by the modern 
economists. The basic assumption in relating education to 
economic development is the potentiality of education to contri- 
bute to the national economy. Education may contribute 
to economic growth directly and indirectly. In the first 
place, it may raise the quality of labour-force. It may be 
presumed to increase labour productivity, independently of any 
tendency for a large number of educated people to speed the 
enlargement of the Society’s stock of knowledge relevant to 
production. In the second place, education, by raising the 
quality of labour-force may accelerate the productivity of the 
economy. Thus, investment-ia-education expands and extends 
knowledge, leading to advances which raise productivity 
and improve health.? It is precisely in this context 
2. M.J. Bowman, “Tbe Human Revolution in Economic Thought,” 

Sociology of Education, Vo). 39, 1966, pp. 111-38. 


3. H.G. Johnson, “Towards a Generalized Capital Accumulat‘on 
Approach to Economic Development, “in Mark Blaug (ed), Econo- 
mics of Education, Vol, (1), Penguin Books, 1968, p. 37. 
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education is considered as an important form in which human 
resources can be augmented for the economic growth and 


welfare. 


Education and Economic Growth—Some Studies 


Studies and researches have been undertaken to assess the 
contributory role of education in economic development. 
Although we have different approaches and studies of different 
economists all of whom but have dealt with the central 
question of the role of education in economic progress ofa 
country in different ways. The studies of Schultz‘ and 
Denison® which have been undertaken in the case of United 
States highlight the role of education as a source of economic 
growth, Schultz’s study is divided into two parts. In his 
second part of the study he makes an aggregative assessment 
of the role of educational capital in United State’s economic 
growth. Denison finds education to be one of the major 
sources of economic growth after adjusting for differences in 
innate abilities and associated characteristics that affect earn- 
ings independently of education. With different approaches 
and under different framework economists like Becker, 
Weisbrod and Hensen have also tried to analyse the contri- 
butory role of education in the economic development of the 
country. Becker’s® work was more concerned with tbe Social 
rate of return on education but it was limited to direct rates 


Weisbrod? made an attempt to measure the 
the income redistribu- 


ducation with the cost 


of return only. 
indirect social benefits to education and 
tion effects of public expenditure on € 


4. T.W. Schultz, “Investment in Man: An Economists View,” The 


Social Service Review, June 1959, pp. 109-17. 
T.W. Schultz, “Investment in Human Capital, 
Review, Vol. 51. 1961, pp» 1-17. 

5. E.F. Denison, The Sources of Economic Growth in the United States 
and the Alternatives before the U.S , Supplementary Paper No. 13, 
Committee for Economic Development, New York, 1962. 

6. G.S. Becker, “‘Underinvestment in College Education”, American 
Economic Review, May 1960, pp- 246-54. 

7. B.A. Weisbrod, “Education and Investment in 
Journal of Political Economy, Vol. 70, No. 5, 1962, pp. 105-23. 


«American Economic 


Human Capital,” 
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and benefit study following the rationale and procedures for 
estimating ‘total resource cost’ set forth by Schultz, Hensen*® 
tried to show that private rates of return to education after 
tax invariably exceeds the social rates of return, a situation 
that he presumes, “induces private over investment in 
Schooling.” 


In India also an extensive research on the economic aspect 
of education started after the publication of the Report of the 
Education Commission (1964-66). Under different conditions 
and with different framework of “the study H.C. Harberger,® 
A.M. Nalla Gounden,!? Mark Blaug’ and V.M. Kothari!? 
have done an exhaustive research on the role of education in 
the economic development of the country. The central theme 
of these studies is that the investment-in-education is profitable, 
since it increases the skill and ability of the labour-force which 
in turn increases the productivity of the economy. 


One of the characteristic findings of the above mentioned 
studies is that education plays a vital role in the process of 
economic development. Expenditure on education which is 
the productive expenditure in the longrun should be considered 
as an investment expenditure which is based on the assumption 
that expenditure on education contributes to economic 
growth. 


1.2 Education as an Investment 


The expenditure on education is an investment although it 
has also elements of consumption in it. Here we can refer to 


8. W.L. Hensen, ‘Total and Private Returns to Investment in School- 
ing,” “Journal of Political Economy, April 1963, pp. 128-30. 

9. H.C. Harberger,‘‘Investment in Men Versus Investment in Machines, 
the Case of India,” in C.A. Anderson and M. J. Bowmen (eds.), 
Education and Economic evelopment, Chicago, 1965, pp. 11-50. 

10. A.M. Nallagounden, “Investment in Education in India,” Journal 
of Human Resources, Summer 1967, pp. 347-58. 

1l. Mark Blaug, et. al., The Causes of Graduate Unemployment in India, 
Penguin, London, 1969, 

12. V.M. Kothari, “Returns to Education in India,” in B. Singh (ed.),. 

Education as Investment, Meenakshi Prakashan, Meerut, 1967. 
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its nature as an object of immediate consumption as well as for 
future in which case it becomes a durable consumption good. 
The expenditure on education possesses two inseparable attri- 
butes—consumption and investment. It is very difficult to 
separate out and say that this is the consumption component of 
the educational expenditure and the rest towards education as 
an investment. It is because education is a closely integrated 
process and so does not permit any such segregation. T.W. 
Schultz? has rightly pointed out that the distinction between 
the expenditure for consumption and for investment is a 
difficult task. This distinction bristles with both conceptual 
and practical difficulties. He has suggested three classes of 
expenditures: expenditures that satisfy consumer preferences 
and in no way enhance the capabilities under discussion—these 
represent pure consumption; expenditures that enhance capa- 
bilities and do not satisfy any preferences underlying consump- 
tion—these represent pure investment and expenditures that 
have both effects. Most relevant activities clearly are in the 
third class partly consumption and partly investment. 


The characteristic features of our education also explain 
why the resources allocated to education cannot be wholly 
treated as investment outlay. To the extent that the con- 
sumption part and investment part are inseparable; the optimal 
allocation of resources to education has two aspects; one, 
when we think of education as consumption good, it becomes 
something on which we should save since savings are necessary 
for investment and they are obtained by economising on 
consumption. But when we think of education as investment 
it becomes something not to be economised but emphasised on. 
The inability to isolate the investment component in education 
thus does not allow us to allocate optimal resources for educa- 
tion. Two, education being innumerable spill over effects to 
its credit, most of which cannot be quantified, does not permit 
of making correct estimates of rates of return to it. It is 
precisely in this context the policy conference on “Economic 


13. T.W. Schultz, ‘Investment in Human Capital,” in Mark Blaug (ed.), 
Economics of Education, Vol. 1, Penguin, 1968, pp. 21-22. 
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Growth and Investment in Education, Washington, 1961,” 
hai a full discussion of whether expenditure on education 
should be viewed as consumption or investment. It was accep- 
ted that these two aspects of educational spending could not 
be disassociated and that increased spending on education 
would be in response to both demands. The Conference further 
unanimously accepted that the expenditure on education is 
vital from the point of view of productivity and economic 
growth. It is an investment as important as investment in 
fixed capital.’4 


Resources of an economy are limited which have to be 
distributed equitably in all the sectors. Educational sector 
claims proportionately lower amount of resources. These 
tesources are so carefully allocated to different layers of educa- 
tion that the rate of return should be high. Hence, in the 
economic analysis of education we ask the following questions: 
How much should a country spend on education and how 
should the expenditure be financed? If education is investment, 
how large is its yield compared to other forms of investment in 
people? What contribution does education make to the over- 
a'l development of human resources? How far can we accele- 
rate economic growth, particularly in low-income countries by 
controlling the expansion of educational systems? Considera- 
tion of questions such as these shows that the subject falls into 
two classes: analyses of the economic value of education, on 
the one hand, and analyses of economic aspects of educational 
systems, on the other. The first is concerned with the impact 
of schooling on labour productivity, occupational mobility, and 
the distribution of income. The second deals with the internal 
efficiency of schools and with the relations between the costs of 
education and methods of financing these costs. 


; Besides investment-in-education there are different forms of 
investment and the return from each form of investment differs 
from each other. The resources are limited which have to be 


14. OECD, Summary Reports and, Conclusions, Keynote Speeches \6th- 
20th October, Washington, 1961, p. 10. 
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spent on each kind of investment. So, the question regarding: 
how mush should be spent on education and how efficiently 
can the resources be utilized, becomes important. In other 
words, what should be the criteria of resource allocation to 
education. Broadly speaking, there are two important crite- 
tions for resource allocation in education: 


(1) Rate of returns to education, and 
(2) Manpower requirement criterions. 


Besides these two approaches there is the third approach which 
is known as social demand approach and it is used in advanced 
countries. 


Returns to education approach’ is concerned with assessing 
the role of education in economic growth. This approach is 
looked upon as an application of economic decision theory to 
an analysis of education as a private and/or social investment. 
It gives guidelines on the criteria of allocation of resources to 
education in comparison with competing uses. The main 
objectives of all forecasts of man-power is to provide the 
persons responsible for educational planning with information 
as to the likely future needs of the economy for the persons 
with various kinds of training. Such forecasts can be expressed 
in terms of broad aggregates of people or in terms of much 
more specific occupational categories. 


1.3 The Present Study 


Education, especially the financing aspect is mainly a 
government activity in India. Therefore, an analysis of the 
pattern of allocation o“ resources to education should reflect 
the priorities envisaged by the public authorities in educational 
development in India. The pattern of resource allocation to 
and in education varies from country to country depending 


15. W.L. Hensen was the first man who had developed the Returns to 
Education Approach as a Criteria of resource allocation. 
W.L. Hansen, “Total and Private Returns to Investment in School- 
ing,” Journal of Political Economy, April 1967, p. 137. 
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upon the economic systems, methods of financing and various 
activities by the state. Therefore, the pattern of allocation of 
resources to education in India is different from that of others. 
The attempt of the present study is towards this direction by 
analysing the allocation pattern at the national level at the 
first instance and that in the case of state of Bihar at the 
other. 


It is found that in India in comparison for other advanced 
countries, bulk of finances for education come from Govern- 
ment sources which is around 85 percent at present. The 
Government has been playing a pioneer role in the system of 
financing of education. In this context it becomes imperative 
to see that if the importance of government sources in overall 
financing of education is increasing, how these resources are 
allocated to education vis-a-vis other sectors and how efficiently 
it is allocated to educational sectors itself and also between 
different sectors of education. In this perspective the main 
thrust of the study has been focussed on the following 
objectives: 


l. The mechacism of resource allocation in a federal 
framework in general and that for education in 
Particular. 


2. To study the allocation of financial resources to educa- 
tion vis-a-vis other sectors to study the importance 
assigned to education vis-a-vis other sectors of the 
economy. 


3. To study the allocation of resources withia education 
sector i.e. the study of intra-sectoral resource allocation 
in education. 

4. To review the growth of expenditure on education by 


sources/by types of institutions in relation to growth of 
enrolment by sources/by type of institutions. 


Thus, the study presents some of the issues involved in the 
allocation of resources to education to India in general and for 
a selected state Bihar. An attempt has also been made to 
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critically evaluate the resource allocation policy to education in 
the context of present federal set-up in India. 


1.4. The Plan of the Study 


Since we have proposed to study the process of allocation 
| of resources to education under federal framework, it would be 
i in fitness of things to initiate the discussion by outlining the 

general principles and workings of federal financial relations in 
India. Thus, in Chapter II we propose to discuss in brief the 
principles of allocation of resources and their distribution. ing 
federal setup under the following important aspects : 


(a) Principles of federal finance for the distribution of 
resources between the Centre and States. 

(b) Process and methods of distribution of resources 
between the Centre and States. 

(c) Various methods of financial adjustments for the 
proper and equitable distribution of resources. 


l discuss the methods and 


In the next section we shal 
to education in parti- 


principles behind allocation of resources 
cular under the following important aspects: 


(a) Centre-state relations in financing education in 


India. 
(b) Process of devolution of r 
(c) Various sources of resources for financing education 
and their relative importance in the efficient working 
of system of financing of education. 
study of behaviour and 
Thus, we shall 
ducation 


esources for education. 


Chapter-3 will be devoted to the 
pattern of financing of education in practice. 
analyse the behaviour and pattern of expenditure on e 
in case of India under the following broad categories: 


1. Educational expansion by different levels of education 
ie. the study of growth of expenditure on education 


and its impact on the growth of enrolments. 
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Study of growth of expenditure on education vis-a-vis 
Gross National Products. 

Study of Plan outiay/expenditure on education in 
various plans. 

Study of intra-sectoral allocation of resources to 
education. 

Study of growth of expenditure on education by 
various type of institutions as well as by different 
sources. 


Since we propose to study the allocation of resources to 
education in India in general and for a selected state, Bihar 
we shall discuss in Chapter-4 the structure and pattern of 
financing of education in Bihar in comparison with India as a 


whole, 


ils 


In 


The study will be focussed on the following aspects: 


Educational expenditure {and its impact on the growth 
of enrolmentsi.e. the study of educational expansion 
by different levels of education. 

Study of allocation of resources to education in Five 
Year Plans. 

Study of intra-sectoral allocation of resources to 
education. 

Study of growth of expenditure on education by type 
of institutions. 


Study of growth of expenditure on education by 
sources, 


Chapter-5, we shall start with summary of all the 


chapters. Our study shall end with important suggestions to 


improve the financial conditions of the Indian educational 
system. 


2 


Financing of Education in a Federal 
Framework 


2.1 Nature of the Indian Federal System 


n we have on the one hand the federal 

the constituent states. It isa 
litical power is divided between 
s so that each of them within 


In a federatio 
government and on the other 
form of government in which po! 
the central and local government 
its own sphere is independent of the other.’ 

m of India is basically federal, 


The constitutional syste 
es. Some of the 


but, of course, with striking unitary featur 
essential features of a federal system are as follows: 


(a) Dual Government; 

(b) Distribution of powers; 

(c) Supremacy of the constitution; 
(d) Authority of Courts. 


Although, our constitution incorporates all these features but 


1. K.C. Wheare, Federal Government, Oxford University Press, 


London, 1951, p. 28. 
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it differs from the typical federal system of the world in certain 
Tespects:? 


(a) The mode of formation; 
(b) Position of the states on the federation; 
(c) Nature of the Polity. 


In fact, anybody who impartially studies Indian constitution 
and acknowledges that political science today admits of different 
variations of the federal system cannot but observe that the 
Indian system is ‘extremely federal? or that is a ‘federation 
with strong centralizing tendency.”4 


Actually, the federal system in the Indian constitution 
is a compromise between two apparently conflicting considera- 
tions: (1) There is a normal division of powers under which 
the states enjoy autonomy within their own spheres, with the 
power to raise revenue. (2) The need for integrity and a strong 
Union Government. 


In the end, we can reiterate that the constitution of India 
is neither purely federal nor purely unitary but is a combina- 
tion of both. It is a union or composite state of a novel type. 


2.2 Principles of Federal Finance 


The principle of federal finance means the principle which 
the national and regional governments must follow in their 
fiscal operations; in their respective spheres each of the regional 
‘governments as well as the federal government follow the 
principles of public finance. 


India’s polity is federal in character. As such there are 
division of powers between the union and the states in respect 


2. D.D. Basu, Commentary on the Constitution of India, 6th edition, 
Vol. A, S.C, Sarkar and Sons Pvt. Ltd » Calcutta, 1967, p. 38. 

3. Appleby, Public Administration in India, Asia Publishing House, 
New Delhi, 1961, p. 51. 

4. Ivor Jennings quoted in D.D. Basu, Introduction to the Constitution 
of India, 10th edition, Printice Hall of India Pyt. Ltd., New Delhi, 
1983, p, 58. 
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of raising and disbursing of public funds. Besides, there is 
also the provision of distribution of resources between the 
union and the states. Generally, the division and distribution 
of resources is done as per recommendations of the following 


three heads: 


(1) Division of resources and responsibilities 

(2) Method of financial adjustment, and 

(3) The Finance Commission as the recommending 
agency. 


The division of powers and functions is the essence of 
the federal principle. The success of the federal state depends 
on a proper allocation of functions, and hence of resources.” 
The divisions of functions should, therefore, be based on some 


criteria of efficiency. 


uence of the division of functions and 
s. Resources should be divided 
Prof. Adarkar,® for example, 
1 for the efficient working of 


A logical conseq 
powers is a division of resource: 
on the basis of efficiency. 
mentions three features essentia 
federal fiscal arrangements. They are: 


(a) Independance 

(b) Adequacy, and 

(c) efliciency. 

Dr. Gyan Chand’ added that of 


integrity. In general, we can enumerate the following basic 
principles of federal finance which are important for the 
efficient working of the federal system. They are as follows: 


Besides, these three features, 


5. cf. Giblin, «The Financial Relations between the component states 
federal government are the chief determinant of the character 
ofa Federation,” The Economic Record, November, 1926, p 145. 

6. Prof. B.P. Adarkar, The Principles and Problems of Federal Finance 

P.S. King and Sons Ltd., London, 1933, pp- 218-24. 
7. De. Gyan Chand, The Essentials of Federal Finance, Oxford London, 


193), p. 10, 


anda 
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(1) Fiscal Autonomy and Independence 
(2) Matching of means and needs 

(3) The principle of equity and transfers 
(4) Ecoromy in costs, and 

(5) Need of an overall flexibility. 


The principle of fiscal autonomy and independence 
suggests that the distribution of functions among the union 
and the states should be carried to the fiscal sphere. The 
division of financial resources must correspond to the distri- 
bution of legislative and executive powers as embodied in the 
constitution. The principle of matching means and needs, 
on the other hand, supposes that the means of the union, state 
and local governments be matched to their respective needs 
as determined by the assignments of functions at any given 
time. 


The principle of equity and transfer is an important 
principle for the equitable distribution of resources between 
the union and the states and among the states. The equity 
principle lays down an important criteria in which each unit 
of federation should contribute towards common burdens on 
an equal basis. Sometimes this principle is not very much 
applicable in all cases since the taxable capacity of each unit 
may not be the same and equality of contributions may mean 
an undue turden on backward states.® Allied to the Principle 
of equity, the principle of transferance says that in order to 
reduce inter-state and inter-regional disparities in the levels 


of economic development, the machinery of public finance can 
be used. 


The last two principles, namely, the economy in costs 
and overall flexibility are important for an efficient working 
of federal finance. In an efficient scheme, resources are so 
allocated that they are raised in the most economical manner— 


8. RN. Bhargava, The Theory and Working of Union Finance in India, 
George Allen and Unwin, London, 1956, p. 20. 
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the cost of collection to authorities is lowest and the tax is 
felt least by the taxpayer. Ina federal system, it may be quite 
possible that the yields from the same source of revenue vary 
from state to state, the increasing gap between financial 
commitments and revenues and difference in financial needs 
of each state, all these factors explain that there must be some 
‘balancing factors’ in the scheme of allocation of resources.’ 


2.2.1 Distribution of Financial Resources 


The scheme of division of resources makes a distinct 
bifurcation between taxes to be levied by the union and the 
states. So far as the “the division of financial powers between 
the Centre and the states go, the Indian system has possibly 
more practical rationalism and logic behind it than the system 
of any other federation.” There is a comprehensive enumera- 
ation of taxes, and each is under the legislative jurisdiction of 
o.e or the other layer of Government.!!_ There is no over- 
lapping tax jurisdiction which avoids unnecessary duplication 
in tax administration. No such attempt is discernible in other 
federations; neither are the powers so exhaustively listed as in 


the Indian constitution. 


The distribution of resources in the Indian constitution 
is unique and is based on considerations of economy and 
efficiency. As B.R. Mishra points out, “In the sphere of 
taxing powers that type of simple dichotomy reserving indirect 
taxes to Federation and direct taxes to state is not found in 
the constitution. ™!? The Centre has the power to levy, “all 
taxes which past experience in other countries has revealed 
to be inexperience in other countries has revealed to be 


9. K. Santhanam, Union-State Relations in India, 2nd edition, Asia 
Publishing House, Bombay, 1963, p. 10. 

10 O.K. Ghosh The Indian Financial System, Kitab Mahal, Delhi, 
1958, p. 19. 

11. A.K. Chanda, Federalism in India,George Allen and Unwin, London 
1965, p. 179. 

12. B.R. Mishra, Indian Federal Finance, Orient Longmans, 
1954, p. 120. 


Calcutta, 
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inexpedient to leave to the regional governments.: A 
definite attempt has been made to give taxes with an inter-state 
base to the centre, and taxes with a regional or local base to 
the states. The Tesiduary powers vest in the centre. The 
scheme of division of resources follow the general principle 
that federal taxes should be uniform throughout the country 
SO as not to discriminate between states. 


The distribution of the tax-revenue between the union and 
the states stands as follows: 


(1) 


(2) 


(3) 


(4) 


Taxes belonging to the union exclusively: customs, 
corporation tax, taxes on capital value of states 
assets of individuals and companies, surcharge on 
income tax etc. 

Taxes belonging to jhe states exclusively: Land 
revenue, stamp duty except in documents included 
in the union list, succession duty, estate duty and 
income tax on agricultural land, taxes on lands and 
buildings, etc. 


Duty levied by the union but collected and appropria- 
ted by the states: Stamp duties on bills of exchange 
etc. and excise duties on Medicinal and toilet pre- 
Parations containing alcohol, though they are 
included in the Union list and levied by the union, 
shall be collected by the States, 
Taxes levied and collected by the union and distri- 
buted between union and the states: Certain taxes 
shall be levied as well as collected by the union, but 
their proceeds shall be divided between the union and 
the states in a certain Proportion, in order to effect 
an equitable division of the financial resources, 
These are: 

(0) Taxes on income other than on agricultural 

income (article 270). 


13. D.T. Lakdawala, Union- State Financial Relations, Lalwani, Bombay, 
1967, p. 33. 
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(ii) Duties of excise as are included in the union 
list, excepting medicinal and toilet preparations, 
may also be distributed. 


Although, the above devices have eased the problem of 
overlapping tax jurisdiction but, simultaneously, have created 
knotty problems of financial adjustments. We shall discuss 
more in the next section about the various methods of financial 
adjustments which are adopted in order to attain the financial 
balance in the system. 


The scheme of distribution of revenue (Article 268 to 281) 
between the union and the states corresponds mostly to the 
provision of the Government of India Act, 1935. A major 
departure lies in the provision for the appointment of a Finance 
Commission." Thus, for the first time, certain problems of 
inter-governmental financial relations came to be examined by 
a Finance Commission, whose recommendations must be taken 
into account when Parliament decides upon devolution of 
funds to the states. The Article 280 (3) lays down the functioas 
of the Finance Commission. The Commission has to make 
recommendations to the President regarding: 


(a) the distribution between the union and the states 
of the net proceeds of taxes which are to be or may 
be divided between them and the allocation between 
the states of the respective shares of such proceeds 

(b) the principles which should govern the grants-in-aid 
of the revenues of the states and 

(c) any other matter referred to the Commission by the 
President in the interests of sound finance. 


2.2.2 The Financial Adjustments 


Union-State financial relations in India have been greatly 
influenced by the fact that the federal structure has evolved 


14. Uptilnow, eight Finance Commissions have been constituted. The 
first Finance Commission was constituted in 1951. Recently, the 
Eighth Finance Commission has been set up in 1982 with ex-minis- 
ter, Y.B. Chavan as its Chairman. 
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from a system of unitary finance. The devolution of functions 
and resources to the states on the basis of efficiency created 
a gap between the financial needs and resources of the federa- 
ting units. The states possess relatively inelastic sources of 
revenue whereas their fiscal needs tend to increase due to their 
expanding functions. The centre tends to increase more 
revenue than it requires while the states have less revenue than 
the expenditure they are obliged to undertake in order to fulfill 
their duties. “This imbalance is in fact typical of almost all 
federations; it is naturally more serious for poorer states who 
have less opportunity of raising revenue; and for this reason 
it tends to be a more acute problem in a development federa- 
tion than in advanced one.’® The older federations failed 
to make any provisions for such an imbalance, but the Indian 
constitution make:s ‘‘made specific provisions for remedying 
this imbalance.’?? Balancing factors, are thus of great 
importance in the Indian Constitution. Balancing factors, or 
methods of achieving financial equilibrium, aim at transfers 
from the federal government, who has more, to the states, 
whose need is greater. 


The methods of financial adjustments usually include the 
following: 


(1) Redistribution of functions 
(2) Revenue sharing 

(3) Supplementary levies 

(4) State contributions 

(5) Federal subsidies, and 

(6) Grants-in-aid. 


“5. The prcblem is similar to that of “‘non-correspondence” mentioned 
by Anthony Scott in his article, “The Economic Goals of Federal 
Finance,” Public Finance, Vol. XIX, No. 3, 1964, pp. 241-85. 

16, U.K. Hicks, Development Finance-Planning and Control, Oxford 
Clarendon Press, 1965, p. 124. 


17. Report of the Finance Commission, 1969, p. 8. 
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Reallocation of Functions 


It has been suggested that some state functions, which 
can be performed efficiently by the federal government should 
be transferred to the latter, which has larger financial resources. 
Reallocation of functions should only be made when it does 
not impair the principle of efficiency. 


Revenue Sharing 


Revenue assignment is a special case of revenue sharing 
as under it the entire revenue is transferred to the state govern- 
ments. The method of revenue sharing can take three forms. 
In the first case, the proceeds are shared between the Centre and 
the states on a percentage basis. In this method, the Centre’s 
share is larger, if it makes increased tax collections. In the 
second case, the entire proceeds are assigned to the states and 
in the third case, a specified amount is assigned to one layer of 
government the remainder being given to the other layer. 


Supplementary Levies”? 


“To avoid the elements of state coercion and arbitrary 
revenue assignment involved in federal state tax sharing, some 
fiscal economists have proposed a system of supplementary 
state rates super-imposed on taxes administered and collected 
by the federal government”.? Supplementary levies may either 
be imposed by the states on federal taxes or vice-versa. Under 
this method, the state can augment more resources. 


Loan by the Centre to the States 


Loans have not been considered as a balancing factor 
in any of the other federations. But in India, the union has 


freely lent to the states, largely for plan projects on the recom- 
mendations of the Planning Commission. On the whole, the 


18. Seligman was a strong advocate of Supplementary levies. 
19. W.J. Schultz and C.L, Harris, American Public Finance 5th edition, 


1949, p. 742. 
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constitution provides amplitude of powers to the Union Govern- 
ment to give assistance to the states. 


Grants-in-Aid 


In modern federations, grants are an accepted method of 
compromise in inter-governmental financial relations, and are 
“an ordinary process of blood transfusion”.2° With the use of 
grants as a balancing factor, “‘it is in fact, becoming clear that 
the division of power has become a fiction and shared functions 
a persistent reality”.?! 


Grants may be given for specific purposes or for general 
aid. When grants are made for specific purposes the states may 
hesitate to accept them as they lose their freedom of action. 
The federal government supervises and controls the expenditure 
of such allocations. Further, grants may be of other two types, 
namely, conditional grant and unconditional grant. When 
certain conditions are specified with the scheme of grant it is 
called a conditional grant. This type of grant is more common 
in United States of America and other countries. While the 
unconditional grant with which no conditions are attached are 
in vogue in countries like Canada etc. The subjects of con- 
ditional versus unconditional grants has long been discussed, 
but the controversy has not established the superiority of 


either. Both have been satisfactorily used under different con- 
ditions. 


Till now, we have discussed the principles of the 
allocation of resources and their distribution in a federal set-up 
under the following important aspects: 


(a) The principles of federal finance for the distribution 
of resources between the centre and states. 

(b) The various methods of financial adjustments for 
the proper and equitable distribution of resources. 


20. As was rightly predicted by G.L. Wood in his article, “The Future 


of Federal Aid,” The Economic Record, December, 1945. 
21. Ibid. 
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In the next section, we shallexamine the centre-state 
relations in financing education. We shall also describe in 
brief the various sources of resources for financing education. 


2.3 Centre-State Relations in Financing Education in India 


In any federal system the relationship between federat or 
Central Government and local governments is signification a 
number of fields. The financial relationships in the field of 
education are of crucial importance. In a federal structure, 
apart from several other sources such as private sources of 
finances like fees, endowments, donations etc., the main agents 
for the financing of education are the Union Government, the 
federal units and the local governments. Depending upon the 
sources of finance and the behavioural reactions of consumers 
of education decision models of efficient allocation of resources 
can be developed within education.2? What should be the role 
of the respective government in financing of education can be 
more meaningfully. examined depending, upon whether educa- 
tion is treated as.a local public good or a state public good or 
central public good.” Now-a-days it appears that the Central 
Government tends to bear the heavy responsibility of financing 
educations. It becomes true by the recent constitutional 
amendments making education a concurrent subject on the one 
hand, and an increasing share of the Central Government 
expenditures in total educational finances on the other. It is 
precisely in this context the study of Centre-State relations in 
financing education in India assumes crucial importance. 


n of the constitution of India the place 
in the federal framework drastically 
te relations are concerned the 


With the adoptio 
accorded to education 
changed. As far as the Centre-Sta' 
constitution of India made three lists: 


22. ER: Panchmukhi, “Educational Finance in India”, N.LE. Journal 


of NCERT, July 1968, p. 3. 

23. —Economcis of University Finances: Dep: 
University of Bombay, 1974, p. 5. 
A’ fy POLK TE. west sadga 


Ace. Na. 


artment of Economics 
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implementation. They constitute part of the central plan in 
respect of which the states act as executive agencies. 


Then, there is the centrally assisted sector which includes 
activities, ia the promotion of which the Centre is actively 
interested though they are embodied in the state plans. The 
states accept the financial responsibilities of this sector only 
partially. 


Central assistance to the states for education falls into 
two broad categories. Firstly, there are the statutory grants 
under the award of the Finance Commission. Second, there 
is the plan assistance given in the form of loans and grants 
under the relevant articles of the constitution.*® 


OF course, the first category of assistance is given for 
meeting, what is called in financial parlance, the “Committed 
Expenditure” of the states and is calculated on the basis of the 
entirety of this expenditure.?® 


The second category of assistance is. the plan assistance. 
It is estimated on schematic basis and is given partly on loan 
and partly on grant basis. Same schemes would be such as 
would involve elements of revenue as well as capital expen- 
diture. The general principle of classification of capital 
expenditure in India is that it is the kind of expenditure needed 
for creating concrete assets of a material character or of 
reducing recurring liabilities like, say, pension payments. Loan 
assistance is generally earmarked for the capital component of 
the assistance bearing plan schemes. Loan is also given to the 
states under another circumstance. If the plan assistance 
admissible to a state, calculated on the basis of the assistance 


28. M.A. Baker, Union and the States in Education, Shabd Sanchar, 
Delhi, 1976, p. 50. 


29. Proceedings of the Tenth Conference of State Education Ministers, 


1968, New Delhi, M.O.E., Government of India, p. 54. ‘Committed 
Expenditure” is expenditure on staff and maintenance of schemes 


undertaken in previous plans. This by convension is not reckoned 
as plan expenditure. 
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to individual schemes, is less than the total assistance proposed 
to be calculated to the state, the shortfall is made good in the 
form of a miscellaneous Development Loan. Compared to 
other heads of development the loan component of plan 
assistance to education is usually not very large.°° 


In the following section before we examine in more 
detail the processes of flow of finances from Centre to the states 
for educational purposes, it may be desirable to briefly describe 
ideal cannons of allocation of resources. The distribution of 
resources between the Centre and the states, and distribution of 
resources by the Centre between different states is based 
on certain desirable principles which can be described as 


follows: 


(a) The Principle of the Equity 


With respect to distribution of educational resources 
between different states, equity in allocation of resources should 
mean allocation of resources in such a way that it producés 
equity, i.e. all the states develop their educational systems more 


or less equally. 


(b) The Principle of the Ability 


tributes resources to different states 
fferent states might be taken into 
consideration. Ifthe centre has more resources of its own it 
can take larger share in the educational finances in the country 
than the states and vice-versa. On the other hand, if the role 
of the Centre and the states in educational sector are already 
defined, the problem boils down to devolution of resources to 
different states, in which case, the ability principle should 
imply distribution of relatively more resources to economically 


poorer states compared to wealthier states. 


When the Centre dis 
the levels of ability of di 


30. M.A. Baker, Union and the States in Education, Shabd Saochar, 


Delhi, 1976, p- 55. 
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(c) The Principle of Degree of Educational Effort 


This principle implies allocation of resources to different 
states in such a way that all the states reach a given level of 
educational development uniformly ie. the Centre makes the 
matching allocation in such a way that regional imbalances are 
minimised. 


(d) The Principle of Educational Accomplishments 


This principle says that if the devolution of resources to 
the states by the Centre is guided by a rewarding motive, those 
states which accomplished well on educational front might 
receive more resources. On the other hand, if the reverse of 
the educational accomplishment is taken into account, the 
allocation mechanism might favour the backward states. 


(e) The Principle of Efficiency 


This principle or the criterion is seemingly a better 


criterion than the others, because it takes both costs and 
output of the system into account. The criterion suggests that 
more resources should be given to those States where the 
already given resources are quite efficiently spent. Efficiency 
might be measured in various ways. The most sophisticated. 


ways of measuring efficiency are higher benetit-cost ratio, more: 


cost effectiveness, etc. The Principle of efficiency might or 
might not go against the Principle of equity. 


Tn India, the Principle of equity is an important objective: 


of planning in general, and educational planning in particular. 
Hence, one can expect that the pattern of allocation of 


resources to education is also guided by the Principle of 
equity. 


2.3.1 Process of Devolution of Resources for Education 


The constitution of India had envisaged devolution of’ 
Tesources to the states from the Centre. It is important to 
‘Mention here that the system in India makes a sharp distinction: 
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between ‘development’ (plan) and ‘maintenance’ (non-plan): 
expenditure on education. The process of sharing the resources 
by the Centre and states in the country takes place through 
the Planning Commission, a permanent non-statutory and 
quasi-judiciary body and the Finance Commission, a statutory 
body appointed once in every five years. The former takes. 
care of the plan expenditure and the latter the maintenance 
expenditure. The Planning Commission gets its authority of 
assessment of requirements of Centre and states only by con- 
vention and the recommendations are not strictly binding on 
the Centre or on the states, but are normally accepted, parti- 
cularly in view of its commanding influence on both the govern- 
ments. The Planning Commission makes its recommendations. 
largely under Article 282 of the constitution. On the other 
hand, the Finance Commission makes an assessment of the 
state’s claim on maintenance or non-plan expenditure and 
makes its recommendations on the distribution of resources 
under the Article 275 of the constitution. The recommenda- 
tions when adopted by the parliament and approved by the 
President are binding on the Centre and the states. In making 
these recommendations, the Finance Commission is expected 
to take into account (a) the requirements of the state govern- 
ments under revenue-account to meet expenditure on adminis- 
tration and non-plan commitments or liabilities, (b) provision 
for emoluments of government employees, (c) commitment in 
regard to interest charges on debts, (d) transfer of refources to 
local organisations (e) maintenance of capital assets (f) main- 
tenance of plan schemes completed in the earlier plan, and 
(g) requirements of the backward states for upgrading stand- 


ards in general education.®! 


The distribution of resources under ‘development’ category 
is in accordance with the five year plans finalised by the 
Planning Commission. The level of public expenditure on any 


“Non-Plan Resources for Education : The Role 
* Paper Presented in the Seminar oa Mobi- 
NIEPA, July 1982, 


31. J. Veeraraghavan 
of Finance Commission,” 
lisation of Additional Resources for Education, 


New Delhi, mimeo. 
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sector including educaticn in the Centre and the states is broadly 
determined by the Five Year Plans. The Plans also specify 
the policies goals, targets and programmes to be pursued dur- 
ing the Five Year Plan period. Thus all expenditure on new 
additional programmes and activities is known as plan 
expenditure. However, at the end of each plan these prog- 
rammes and activities fall into the ‘non-plan’ category. 
In other words, the programmes and activities initiated in a 
plan, have to be maintained and this maintenance expen- 
diture does not. come under the purview of the Planning 
Commission. On the other hand, it becomes a responsibility 
of the Finance Commission. In this sense the role of the 
Finance Commission begins where that of the Planning 
Commission ends. The constitution has laid down, the 
detailed mechanism of sharing the resources by the Centre and 
the states through Finance Commission. In this context, the 
tax-revenue received by the Central Government is classified 
into five types: 


(i) taxes levied and collected by the Central Government 
and the receipts that are not shared with the states 
(custom duties, corporation taxes etc), 

(ii) taxes levied and collected by the Central Government 
and their receipts are necessarily shared between the 
Centre and the states (income tax etc.), 

(iii) taxes levied and collected by the Central Government 

` whose receipts may be shared with the state 
governments (like excise on tobacco and other 
goods), 

(iv) taxes levied and collected by the Central Government 
but their receipts are wholly transferable to the states 
(like estate duty, tax on sale/purchase of newspapers 
etc.) and í 

(v) taxes levied by the Central Government but collected 
and used by the states (like excise on medicine, 
toilet etc). Besides sharing of these taxes Tecejpts 
with the states, the Finance Commission also makes 
two types of transfer of resources to the states, viz., 


Financing of Education in a Federal Framework 29 


grants and loans. These three types of transfers, 
viz. the tax receipts, grants and loans come under 
the purview of the Finance Commission. The 
Finance Commission makes all the statutory trans- 


fers through these channels. 


The importance given to the Finance Commission in the 
constitution is so significant that it led many to comment that 
the constitution had expected that all the transfer of resources 
would be statutory in nature, mostly made through the 
Finance Commission as a matter of right than of grace. But 
with the advent of planning and the Planning Commission, the 
discretionary transfers overshadowed the statutory transfers. 
“Planning had changed the economic, fiscal and also political 
control of the country.”” In fact, even without a constitu- 
tional status, the Planning Commission has been playing a 
powerful role in Centre-State economic relations.” 


Thus, it may he noted that the distribution of educational 
expenditure between the Centre and the states is determined by 
the Planning Commission and the Finance Commission. The 
expenditures coming under the scrutiny of the Finance 
Commission are likely to be larger than those coming under 
the scrutiny of the Planning Commission; as the former are 
cumulative over several years of efforts in the past, whereas 
the latter are oaly additionalities.** In case of the former 
flexibility in approach is greatly restricted bersa in case of 
the latter there is a great scope for flexibility and discretion. 
In view of larger magnitudes involved in education the impor- 
tance and responsibilities of a statutory body of the Finance 


Commission is considerable. 


Thus, Centre-State financial relations in education, can 
be looked at in terms of the transfers that are taking place 


32. MA. Baker, Union and the States in Education, Shabd Samachar, 


New Delhi, 1976, P- 206. 
33. M.J.K. Thavraj, Financia 


and Sons, New Delhi, 1978, P- 125. : k 
34. PR. Panchmukhi, “Educational Finance in Federal Framework, 
Seminar Paper, July 1982, NIEPA, New Delhi. 


I Management of Government, Sultan Chand 
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from the Centre to the states, from the states to the local 
bodies or from the government—Central, state or local to 
institutions which are managed completely either by the gove- 
tnment or by private bodies. Such transfers from the Centre 
to the states {take place through Planning Commission for 
development purposes, through Finauce Commission for non 
plan committed expenditure and through discretionary- 
transfers. Such transfers and the principles in which they are 
based have implications for mobilisation of resources, their 
allocation and proper utilisation.®* 


The process of devolution of resources for education in 
particular depends, besides other things, on the contribution 
-of various sources of educational finance. The relative impor- 
tance of sources of educational investment can be ascertained 
in terms of: 


(a) the adequacy of and the steadiness in the flow of 
resources 


(b) the degree of dependence on different sources, 
and 


(c) the ways to solve some of the important financial 
problems of education. Hence, in the next section 
we shall explain the various sources of educational 
finance and their importance in mobilisation of 
resources, 


2.3.2 Resources for Education 


In the working of any system the constituents of the 
system play an important role. Indeed, the efficiency of 
the system largely depends on the efficient working of 
these constituents. For an efficient working of these institu- 
tions of education there should be an efficient system of 


35. H.N. Pandit, “Financing of Education in India, Institutional 


Framework, Participation and Growth,” Indian Educational Review, 
6 (2), July 1971, p. 122, 
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financing.*© The efficient system of financing education, 
besides many other factors, depends to a large extent on the 
stock of resources available with the country. Resources for 
education are country’s collective means for support of 
education. They may be of three types, namely, human 
resources, material resources, and financial resources, In 
allocating resources to education the jostling claims of various 
sectors of nation’s activities have to be considered.*” 


Non-a-days, India has a multi-source finance system for 
education. The different layers of the government, for example, 
the Central, the state and local bodies participate in different 
ways in financing education. It is claimed that such a multiple 
source of finance for education has enable Indian educational 
system to get larger resources than it could have got otherwise. 
But, at the same time, there are many side effects of such type 
of system of financing education. The present statistical data 
on educational finance do not enable us to identify the exact 


source of funds for financing education.” 


Sources of Educatioal Finance 
(i) External Sources 


Investment-in-education stems from both external and 
domestic sources. External sources of finance can take different 


36. A. Peacock et. al., Educational Finance: Its Sources and Uses in the 
U.K , Oliver and Boyd., London, 19¢t8, p. 50. 

37. Vaizey and Sheehan, Resources for Education, Allen and Unwin, 
London, 1968, p. 10. 

38. For example, “the expenditure given under Finance Commission 
awards to study development grants under plans are shown against 
state governments and not against Central Government from whom 
such funds have not obtained. Expenditure out of state government 
grants to local bodies is shown against local bodies and not against 
state government.” 

C.B. Padmanabham, ‘Financing of India Education,” Journal of 
University Education, 5 (2), December 7, 1976, pp. 84-87. 
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funds are mainly formed for the tax-revenues-both 
direct and indirect; and (b) Funds from local bodies 
which come from the district/taluks/village boards out 
of the local revenue. Funds are also made available 
by the Zilla Parishads blocks, corporations, etc. 
Finance from the government flow to education from 
(i) general taxes (ii) earmarked taxes and (iii) cesses. 


The allocation to education from general taxes in all 
countries is the major means of educational finance. Specific 
taxes in connection with education such as taxes on manufac- 
turing industries and trade towards financing technical and 
professional education, taxes on farmers towards agricultural 
education etc; are not totally absent, but very rare. Cesses are 
in fact another form of earmarked finance and they are still 
narrow in scope in using the resources. 


Endowments form another source of educational finance. 
This includes funds from donations, gifts, loans and other pri- 
vate sources. 


Parental! Expenditure: Expenditure incurred by the 
parents/guardians of the pupils or by the pupils themselves is 
an important part of educational finances. This expenditure 
is conveniently divided into (a) fees and (b) other expenditure, 
which includes expenditure on books, stationary, transport 
and other expenditures.“ 


Most studies concentrate on fees only and ignore the other 
sources of educational finance mainly because of the lack of 
availability of data. 


The grant-in-aid is generally a financial contribution 
made by the government to an agency or an individual for a 
specific purpose.*® The grant-in-aid may be of three kinds: 


42. Sometimes foregone earnings are also included in this list. Foregone 
earnings otherwise known as the opportunity cost is an important 
part of the private cost. 


43. Atmanand Mishra, Grant-in aid of Educatian in India, MacMillan, 
Delhi, 1973, p. 5. 
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(1) General grant 
(2) Specific grant 
(3) Proportional grant. 


‘The general grant is made for general purpose of improvement 
or expansion of education without mentioning any specific 
purpose. If the purpose for whichit is made is mentioned 
like Primary education, enhancement of salaries of teachers, 
buildings etc. is called specific grant or specific purpose grant. 
The advantage of this grant is that it secures the predetermined 
Objective and disadvantage is that it limits the freedom of 
action. If any of these grants provide only a certain proportion 
of the total expenditure and require the contribution and meet- 
iog of certain stipulation by the receiver then it is called a 
proportional grant. The advantage of this grant is that it 
evokes a financial response but the disadvantage is that only 
that person who has money can match the grant. The other 
types of grant are—deficit grants, salary grants and capitation 
grants. The general purpose of these grants is to encourage 
improvement or expansion of education. 


Thus, we find that there are various sources of financing 
of education. Each sources contributes to the development 
and expansion of educational activities, hence, each source 
plays a dominant role in the system of financing of education. 
The efficient working of educational system depends on how 
efficient is the system of financing of education. Further, the 
efficient system of financing of education depends upon the 
availability of adequate resources and their mobilisation in a 


Proper manner. 


3 


Pattern of Financing of Education 
in India 


“3.1 Expansion of Education in India 


In the previous chapter we discussed the principles of 
allocation of resources and their distribution in general under 
federal set-up. In the same way, in the second part of the chapter 
the attention was focussed on the study of principles of alloca- 
tion of resources to education. We had explained in brief, the 
principles behind the devolution of resources for education 
from the Centre to the states with particular reference to the 
role of Finance Commission and Planning Commission. And, 
finally, the various sources of educational finance and their 
relative importance in the efficient working of system of financ- 
ing of education was discussed. 


In the present chapter we shall try to analyse the 
behaviour and pattern of expenditure on education in case of 
India in the following broad categories: 

(1) Educational expansion by different levels of educa- 

tion ie. the study of growth of expenditure on 
education and its impact on the growth of 


enrolments; 
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(2) Study of growth of expenditure on education vis-a- 
vis Gross National Products; 

(3) Study of Plan outlay/expenditure on education in 
various plans; 

(4) Study of intra-sectoral allocation of resources to 
education; 

(5) Study of growth of direct expenditure on education 
by various type of institutions; and 

(6) Study of growth of expenditure on education by 
different sources. 


The educational expenditure in India has been increasing 
continuously. It has risen from Rs. 65 crores in 1950-51 to 
Rs. 2683 crores in 1978-79. Both the Centre and the states 
are now devoting a large part of their budgets to education. 
As a result of the massive increase in expenditure on educa- 
tion, the development of educational institutions, both at the 
primary as well as higher level of education has taken place.. 
The rapid escalation of educational expenditure can be ex- 
plained in terms of growth in enrolment in all types of educa- 
tional institutions. It is considered as an important positive 
achievement in the field of education. 


When we look at the growth of enrolments in absolute: 
terms we find that the enrolment in all institutions has 
increased from 337.82 lakhs to 997.21 lakhs. In case of 
Primary, Middle and Secondary schools, the absolute increase 
in enrolments has been from 229.20 lakhs to 486.13 lakhs 
38.13 lakhs to 251.48 lakhs, and 52.72 lakhs to 210,24 lakhs 
respectively from 1955-56 to 1976-77. During the same 
period, the growth of enrolment in absolute terms in case of 
Higher Education has increased from 17.01 lakhs to: 
45.02 lakhs, as can be seen in the Table 3.1. If we consider 
the percentage distribution of enrolment we notice an jnterest- 
ing trend. If on the one hand there has been sharp increase 
in enrolment in middle schools and higher secondary schools 
from 1955-56 to 1975-76 (from 11.28 per cent to 24,81 per cent 
for middle schools and from 15.60 per cent to 21.05 per cent 
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for higher secondary schools), on the other hand we find that 
the percentage increase in enrolment in case of higher educa- 
tion has maintained an increasing trend which can be seen in 
Table 3.2. Such educational explosion has been due to three 
important reasons which are as follows: 


(1) Educational facilities available in the pre-indepen- 
dence period were very insignificant.! Independence 
has created an abnormal rise in the social demand 


for education; 

(2) Secondly, building up a new socio-economic system 
after the end of the colonial rule required large 
scale manpower with varied skills and so the 
government could not but expand educational 
structure; and 

(3) Lastly, the public policy towards equality in educa- 
tion led to the expansion of education further. 


The consequences of such an explosion are worth notic- 
ing. The supply of manpower in general exceeded the man- 
power requirements leading to chronic unemployment among 
the educated. At the same time there have been shortages of 
critical skills. Secondly, qualitative variables of education 
could not run at the same galloping speed, which resulted in 
deterioration in the quality of education at all levels. While 
these two are undesirable consequences, there is one positive 
result of the explosion in enrolments. That is equality in 


Educational levels among Scheduled Castes and 


education. 
ong girls and rural 


Tribes and other backward classes, am. 
people have substantially increased. 
easing at a faster 


and the develop- 
A glance at the 


Expenditure on education has been incr 
rate all over the world both in the advanced 
ing economies as a proportion of the GNP.* 


1. J,P. Naik, Education in the Fourth Plan, Nachiketa Publications, 


Bomtay, 1968, pp. 75-78. 
2. F. Edding, “International Trends in Educational Expenditures,” in 


M J. Bowman et. al. (eds.), Readings in Economics of Education. 
UNESCO, Paris. 
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public expenditure on education in India shows that over the 
years it has increased as a proportion of the GNP. At the 
inception of Planning (1950-51) India was spending nearly 
1.2 per cent of GNP and by 1979-80 this proportion increased 
to 3.9 per cent of GNP. However, in some states like Bihar 
and West Bengal this proportion remained more or less 
constant during the recent past (1960-61 to 1975-76) and it is 
2.4 per cent in these two states—the lowest among the major 
states as can be seen in Table 3.3 and Table 3.4. 


Although the educational expenditure as a proportion of 
GNP showed an increase during this period, this share is 
quite low when these figures are compared with that of the less 
developed and developed countries. Moreover, these propor- 
tions at national level and also the proportion in almost all 
States, excepting Kerala, Himachal Pradesh and Tripura are 
far below the 6 per cent norm specified by the Kothari 
Commission and adopted by the Government of India in the 
National Policy on Education (1968). 


Thus educational expenditure in India has been rising 
continuously as a result of which the rapid development in the 
field of education has taken place. Not only the new educa- 
tional institutions have been opened up but also the 
growth of enrolment in those institutions is quite stupendous. 


The increasing expenditure on education and the expan- 
sion of educational facilities thus, explains that increasingly 
larger amounts of resources are being spent on education. The 
resources flowing into the educational sector are undoubtedly 
large but in comparison with other sectors the percentage 
of resources allocated to education appears to be quite low. 


3. For example, the corresponding figures are much above 6 per cent 
for developed countries (more than 8 per cent for Canada, Nether- 
lands etc.) and among the less developed countries, it is 5.5 per cent 
for Kenya and 7.7 per cent for Medagascar. However, among 


several Asian developing countries the proportion is much less than 
5 per cent as can be seen in Table 355; 
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‘However, the rate of growth in the expenditure on education 
may be higher than the growth in several other sectors. It is 
precisely in this context in the following two sections we 
propose to study the behaviour and pattern of growth of 
expenditure on education. 


3.2 Education Under Plans 


Plan expenditure on education in India has shown a 
‘rapid rise since the inception of planning in our country. The 
absolute provision of outlays for education multiplied more 
than sixteen times since the First Five Year Plan. The First 
Plan allocated Rs. 153 crores for education. This figure rose 
to Rs. 273 crores in the Second Five Year Plan, to Rs. 589 
-crores in the Third Plan, to Rs. 786 crores in the Fourth Plan, 
to Rs. 912 crores in the Fifth Plan and to as high as Rs. 2524 
crores in the Sixth Five Year Plan. Thus, increasingly larger 
amounts of resources are being allocated for education as 
shown in Table 3.6. But itis interesting to note at the same 
-time that the share of educational sector in the total plan out- 
‘lay/expenditure has been consistently declining—7.86 per cent 
-in the First Plan, 5.83 per cent in the Second Plan, 6.8 per eent 
in the Third Plan, 5.0 per cent in the Fourth Plan, 3.2 per cent 
in the Fifth Plan and 2.8 per cent in the Sixth Plan. Although 
‘the plan expenditure on education in absolute terms has been 
increasing which may be due to the presence of inflationary 
condition in our economy, but the relative share of education 


in any Five Year Plan is almost the lowest. 


Intra-Sectoral Allocation of Resources 

ation of resources in edu- 
ows a lopsided 
A clearcut shift 
the figures in 


An analysis of iatra-sectoral alloc: 
cation in India during the plan period sh 
emphasis on different layers of education. 
in the priorities is quite obvious from 


Table 3.6. 


n, 58 per cent of the total plan resources 


In the First Pla a 
ducation, 13 per 


sto education were allocated to elementary € 
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cent to secondary education, 9 per cent to University education 
and 13 per cent to technical education. The allocation to 
elementary education came down drastically in the subsequent 
plans. It was 36 per cent in the Sixth Plan. The figures reached 
a lower limit of 17 percent in the annual plan of 1966-67. 
At the same time the expenditure on the other levels 
showed an increase. In the First Plan only 13 per cent of the 
total educational expenditure was meant for secondary educa- 
tion which moved up to 16 percent in the Sixth Plan. The 
highest figure was recorded 19 per cent in the Second Plan 
whereas that for university level doubled between the first and 
Second Plan and trebled between first and Third Plan. It can 
be interestingly noted that the highest percentage increase in 
expenditure on university level of education was recorded in 
the Fourth Plan which was 25 per cent of the total educational 
outlay. 


Let us divide the plan period into three phases. Phase 

1; 1951-56; Phase 2: 195€-59: and Phase 3: 1969 and after. 
In Phase 1, we found that primary education claimed nearly 
3/5 of the total plan educational resources whereas higher 
education inclusive of university level of education claimed only 
1/11 of the total resources. It implies quite clearly that high 
priority was accorded to elementary education and a low 
priority to higher and technical education. In Phase 2, we 
noticed an interesting trend. The priority in terms of alloca- 
tion of resources to education shifted from elementary educa- 
tion to higher and technical education. The expenditure on 
higher education reached a proportion of 24 per cent by 1967-68 - 
and that of technical education 29 per cent by 1966-67, 
while the corresponding figure for elementary education showed 
a Gecline from 58 per cent in the first plan to 17 per cent in 
1966-67. There is a slight change in the pattern of allocation 
of resources to education in Phase 3. The proportion of 
primary education showed an increasing trend and that of | 
higher education showed a decline. However, in case of 
secondary education resources allocated showed an initial 
jump from 13 per cent to 19 per cent between first and second : 
plans which further got relatively stabilised. 
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Thus, the analysis of intra-sectoral allocation of 
resources to education reveals an important trend of policy of 
resource allocation to education. It has become quite clear 
that the increasingly larger amounts of resources are being 
spent on higher education and elementary and secondary levels 
of education are deprived of adequate resources. Further, if 
we consider the growth of direct expenditure on education by 
different levels of institutions, it again tells us the same story- 
The rate of growth of expenditure was higher levels of educa- 


tion and lower at lower levels. 


33 Growth of Expenditure on Education: By Type of 
Institutions 


In order to look at this expenditure op education in a 
proper perspective the total educational expenditure can be 
broken up into the following broad categories which have been 
devised by the Ministry of Education: 


(1) Primary education 

(2) Middle level education, 

(3) High School level education 

(4) Higher education including universities, colleges 
etc. It will be worthwhile to look into the per- 
centage changes in the educational expenditure for 
different levels of education between 1955-56 to 
1975-76. During this period, the total expenditure 
incurred for all types of institutions has increased 
from Rs. 1813.34 millions to Rs. 30766.64 millions 
as can be seen in Table 3.7. In terms of the per- 
centage share, the share of primary school has 
declined from 29.63 per cent to 14.5 per cent 
although it has shown an increasing trend from 1956 
to 1960 but after that it continued to decline. 
Similarly in case of middle school the share of expen- 
diture was 28.66 per cent in 1955-56 which has 
reduced to 11.08 per cent in 1975-76. In case of 
higher secondary school and higher education we 
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notice an increasing trend. In case of higher 
secondary school it has jumped from 25.20 per cent 
in 1955-56 to 58.45 per cent in 1975-76 but in case 
of higher education till 1970-71 it has rapidly 
increased but after that it has maintained the trend 
of 16 per cent which can be seen in Table 3.8. 


The rate of growth of expenditure was higher at the 
higher levels of education and lower at lower levels can also be 
‘seen in terms of the compound rate of growth. The compound 
rate of growth of direct expenditure on primary education 
between 1955-56 to 1974-75 is only 10.35 per cent whereas 
that of the higher education for the same period was 14.39 
Per cent as can be seen in Table 3.7. 


Increasing allocation of resources to higher education by 
‘itself is not an unhealthy trend.* 


(a) if in the initial period educational expansion has 
taken place substantially at lower levels; 


(b) if the economy is facing acute shortage of highly 
qualified personnel, and 


(c) above all, if itis not at the expense of education at 
lower levels. 


In the case of India, it is doubtful to see whether any of 
these arguments stands good: firstly, the base of our educa- 
tional pyramid is not adequately broad; secondly we face 
unemployment of the educated; and thirdly, increasing alloca- 


tion for higher education resulted in a reduction of resources to 
primary education. 


This distorted pattern of resource allocation has other 
socio-political implications also. Our experience in India is 
‘that students to higher education are heavily drawn from the 


4. J.B G. Tilak and N.V. Varghese, Resources for Education in India, 
Paper presented in Seminar, NIEPA, New Delhi, November, 1982, 
p. 13. 
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better socio-economic backgrounds and that for lower levels 
belong to lower and lower income groups. In this context a 
distorted and a disproportionate increase of resources to higher 
education has two implications: 


(a) itenriches the richer sections by transferring the 
resources in favour of them. This is doubly true 
when higher subsidies at higher educational level; 
and 

(b) it restricts the entry of the masses to the formal 
education system since higher education is expand- 
ing at the expense of lower education sector. Edu- 
cation being one the important factors in occupa- 
tional entry and job-mobility such a policy will be 
regressive. 


The analysis of pattern of intra-sectoral allocation of 
resources in education leads us to ask the question whether 
universalisation of elementary education, which has been one 
of the important objectives of educational planning in India 
has been attained. At the inception of planning just about, 
32 per cent of the children in the age-group 6-14 in India were 
enrolled in primary and middle classes.° The directive 
principles of the constitution of India laid down the targets of 
universalisation within a 10 year period. In this background 
the First Five Year Plan allocated Rs. 35 crores for elementary 
education. The meagre achievement of 40 per cent enrolment 
ratio in the age-group 6-14 by the end of First Five Year Plan 
needed more rigorous efforts and more resources in the Second. 
Plan for the purpose of universalisation of elementary educa- 
tion. But, for the first time emphasis has been shifted from 
elementary education in favour of secondary and higher levels. 
The absolute outlay for secondary education in the second 
plan increased by 2.6 times (from Rs. 70 crores in the first plan 

Fy 


5. Ibid, p.14. 
6. J. Kurien. ‘Towards Universal Elem: 
Performances,” Economic and Political Weekly, 


1981, p. 1608. 


entary Education: Promise and 
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to Rs. 51 crores in the second plan) and the outlay for higher 
education by 3.4 times (from Rs. 14 crores to Rs. 48 crores) 
while the outlay for elementary education increased by a 
meagre 12 per cent (from Rs. 85 crores to Rs. 95 crores). As 
a proportion of total educational outlay elementary education 
received 35 percent in the second plan as compared to 58 per 
cent in the first plan, while the percentage share of higher 
education was doubled from 9 per cent to 18 per cent and that 
of secondary education was 1'5 times higher in the second plan. 
Thus, there is a clear cut shift in educational priorities leading 
one to doubt whether educational policy makers in the country 
were ever serious about universalisation of elementary educa- 
tion. This trend in the pattern of resource allocation is still 
persisting. In this context, we can pose a question why higher 
education is allowed to grow at the cost of elementary 
education. 


Economic planners in the 1960s used to regard higher 
education as a source of skilled manpower, higher producti- 
vity, economic growth and in a sense as a cure to allthe 
diseases the less developed countries suffer with. However, 
they stopped to think on these lines. From the private 
point of view higher education is still regarded, in spite of 
severe unemployment, as a pass to enter the employment 
market in the modern sector, and hence the individuals demand 
further expansion of higher education. As Fields’ finds, there 
are at least four reasons why ordinary people favour expansion 
of educational systems: 


(1) They may be near-sighted and fail to connect lower 
output of other public goods or higher taxes with a 
large educational system; 

(2) Even if they correctly perceive the costs, each parent 
may be over-optimistic about the likelihood of his 
child getting admitted to the next level of education; 


7. G.S. Fields, “The Allocation of Resources to Education in Less 
Developed Countries,” Journal of Public Economics, 3/2 May, 1974, 
pp. 135-36. 


Pattern of Financing of Education in India 47 


(3) Investment in education in less developed countries 
yields high private rates of return; and 

(4) finally, even if all the above three are not true 
parents may be gamblers and be willing to take risk 
in making investment in education and in paying 
higher taxes. 


People still attach prestige to institutions of higher learn- 
ing and to have more and more universities and colleges is 
considered as increasing the prestige of their town and regions. 
The politicians may have the same opinion as the people and 
try to represent the wishes of their voters and to get more 
votes. 


The employers too favour more and more institutions of 
higher education as these institutions ease the employer’s 
burden of screening of higher education serves the purpose 
of screening only, or as these institutions produce and 
supply to them manpower with greater skills and higher 
productivity, if higher education is believed to impart 
them. 


Thus the interaction of_social demand.and the politica’ 4 
n over expansion of higher education and 
the contribution of the latter to 
and thus the short- 
in the long-run 
the educated, 


pressures result i 
misallocation of resources, 
the misallocation of resources being more, 
term interests of the politicians result in crisis 
in the form of chronic unemployment among 
apart from misallocation of national resources. 


Bowles® gives an important reason why such bias in 


favour of higher education exists: “In capitalists LDCs 
(among whom India qualifies), the benefits from higher educa- 
tion tend to go to the elite groups and the benefits from 
primary education to the masses; given the influences of the 


8. S. Bowles, “Class, Power and Mass Education,” quoted by J. Bhaga- 
wati, “Education, Class Structure and Income Equality,” World 


Development, 1/5 May, 1973, pp. 21°36, 
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class structure on state action, therefore, one should expect 
that capitalist LDCs are likely to overspend resources on 
higher education and underspend them on primary education.” 


Eventhough Bhagawati® holds a slightly different view, he 
also finds that, “the rate of governmental subsidisation to 
higher education will be greater than to primary education” 
and this he attributes to the “the greater political colour of the 


upper income groups in general.” 


Not only the political pressures determine intra-sectoral. 
allocation of resources between different levels of education 
but they also determine the inter-sectoral allocation—the size. 
of the total education budget. Blaug™ rightly sums up: “‘the 
total public expenditure on education is determined by a 
political process that is only vaguely connected with any of 
the objectives we have described as economic and non- 
economic, the size of the educational budget seems to be 
largely the outcome of an attempt of maximise electoral, 
support.” This is amply proved by the fact that education 
budget is the first object to cut in size whenever a problem 
arises with regard to resources—say in the form of inflation of 
wars. This is possible only because the critical allocation of 
Tesources is determined not by any economic criteria] but by 
the political pressures which can as well play the counter-role 
without any reservation. 


Thus on the whole, excepting the Sixth Plan Draft 
(which is subsequently withdrawn) estimates, the pattern of 
resource allocation to education suggests that resources are 


flowing away from elementary education and towards higher 
education. 


Resource allocation from the point of view of the 


9, J, Bhagawati, “Education, Class Structure and Income Equality,” 
World Development 1/5 May, 1973, p. 24. 


10. Mark Blaug, An Introduction to Economics of Education, Allen Lane 
the Penguin, London, 1970, p. 12. 
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Government involves two major issues." 


(a) How much public resources of an economy should be 
allocated to education? and 


(b) “What should be the pattern of intra-sectoral resour- 
ces allocation within education? 


As we have stated in the Introductory chapter, there 
are two important criterions for resoure allocation in 
education: 


(i) the rate of return to education; and 
(ii) manpower requirements criterion. 


There is abundant research on both the criteria and strong 
arguments are put forth in favour of each over the other. But, 
both approaches suffer from certain severe shortcomings and 
hence the need for a joint application of manpower require- 
ments principle and rate of return principle has been recog- 
nised long ago.12 In an attempt to evolve an integrated 
approach several mathematical programming models have 
been constructed. To explain in simple terms, the pro- 
gramming models generally using lineare quotions implying 
that the relationship of the decision variables with the objec- 


tive is linear, maximise the objective function (welfare maxi- 
misation or cost minimisation) subject to a variety of cons- 
traints. ese models otherwise also known as optimisation 


models allow for introducing a large number of factors in the 
=. . > . . 
form of constraints and the solution gives the optimum alloca- 


11. Mark Blaug, Aa Introduction to the Economics in Education, Allen 


Lane, the Penguin Press, London, 1970, p. 127. 

Observes that it involves a hierarchy of five decisions (1) the quanti- 
ty of total resources to be allocated to education; (2) share of educa- 
tion in the Government budget; (3) allocation of resources between 
different levels of education; (4) allocation of resources between 
formal and informal education; and (5) allocation of resources at a 


particular level hetween various institutions. 


12. As early as in 1967 Blaug argued for an integrat 
Blaug, ‘‘Approaches to Educational Planning,’ 


71/306, June 1967, pp- 272-87. 


ed approach. Mark 
» Fconomic Journal, 


50 Financing of Education in India 


tion pattern of resources in the specific context—inter-sectoral 
or intra-sectoral. 


criteria for resources allocation to education in comparison 


| Since education is a peculiar industry the use of the 


with other sectors is limited. But, these allocation criteria 
can be effectively used in the case of intra-sectoral allocation 
of resources within education. The criteria we have discussed 


clearly make unanimous suggestions. 


The higher rates of return to lower levels of education 

as compared to higher education, and the higher incidence of 

aen ognin among the higher educated than among the 

lower educated clearly suggest that resource allocation policy 
in India should be just reversed. 


The basic problems of our country like mass illiteracy of 
more than 70 per cent population and the unfinished gigantic 
task of universalisation of elementary education also suggest 
the necessity of re-allocation of resources in favour of lower 
levels of education. 


To sum up, the structure and pattern of distribution of 
resources to education in India produced many undesirable 
results, which may be briefly’noted below: | 


(1) 


(2) 


The country is still far away from the constitutional 
directive of universalisation of elementary education 
which was expected to be fulfilled more than two 
decades ago, This itself is one of the most conspi- 
cuous failures of our educational policy and the 
allocation pattern resalting therefrom. 


Another equally important failure is the growing 
illiteracy in our country. At present India ranks 
first in terms of number of illiterates in the world. 
However, in terms of number of literates also India 
ranks fairly high. But if we were to rank by the 
percentage of literacy, India figures at the bottom. 
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(3) The quality of education is coming down at an 
increasing rate which paves the room for devaluation 
of education in India. 

(4) The unbalanced growth of education at different 
layers result in unemployments of the educated. 
This imbalance is true in at least two senses: first the 
growth pattern shows an imbalance within the 
educational sector. Second, there. developed 
imbalance between the absorbing capacity of the 
economy in terms of unemployment generation and 
the rate of growth of education especially at higher 
levels making the problem of unemployment more 
severe, 


3.4 Growth of Expenditrue on Education: By Sources 


Having analysed the pattern and distribution of resources 
to education in India it becomes essential to examine the 
relative importance of various sources of educational finance. 
In India, the sources of financing of education are classified as 


follows: 


(1) Central Government: 

(2) State Governments; 

(3) Local Bodies; 

(4) Fees; 

(5) Endowments; and 

(6) Others. 
The first three categories constitute the total public expenditure 
component and the second and the third together can be regard- 
ed as the effort by the states as distinguished from the contri- 
bution by the Centre. 


Government Funds 


In absolute terms, the Government’s contribution was 
Rs. 6526.7 millions in 1950-51 which moved upto Rs. 155230.1 
Millions in 1975-76. Between 1950-51 and 1975-76 the share 
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of Government’s -Funds in overall financing of education has 
increased from 57.06 per cent:to 78.51 per cent which can be seen 
in Table 2.9 and Table 3.10 respectively. The increasing trend 
of the Government’s role in overall financing of education can 
also be seen in terms of the compound rate of growth. From 
1950-51 ro 1959-€0 the compound rate of growth was 11.68- 
per cent which moved upto 12.55 per cent from 1960-61 to- 
1969-70 as can be seen in Table 3.10. 


Local Body Funds 


Local bodies constitute another important source of 
educational investment. Even though during the post- 
independence period the contribution of the local bodies 
grew in absolute terms from Rs. 125.0 millions in 1950-51 to 
Rs. 484.9 millions in 1970-71 the share of local bodies in total 
educational investment has fallen down from 10.93 per cent in 
1950-51 to 4.34 per cent in 1970-71 as can be seen in Table 3.9 
and Table 3.10. Now it becomes clear that the perfor- 
mance of local bodies in educational investment has been 
quite poor. The various reasons for it will be discussed later’ 
on. 


Fees 


: Fees collected from the pupils have been one of the 
largest sources of educational finance in the country next only’ 
to government’s contribution. This important component of 
private investment in education which amounted to Rs. 233- 
millions in 1950-51 increased to the level of Rs. 1432 millions 
in 1970-71 that is at the rate of 10 per cent per annum as can 
be seen in Table 3.9. However the relative share of fees in the 
total educational bill has declined from 20.39 per cent in 
1950-51 to 12.81 percent in 1970-71. Even in terms of the 
compound rate of growth, the growth rate for the period of 10 
years each from 1950-51 to 1970-71 has not been more than 
8 per cent, as can be seen in Table 3.10. Thus, the relative 
importance of fees in the financing of educational investment 
has been declining and so, it is in this context, it is argued: 
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that attention should be focussed on the fee-policy as an 
effective instrument for regulating the educational expenditure. 
We shall discuss these things later on. 


Endowments and Other Resources 


Funds from endowments include endowment funds, gifts, 
-donations and other kinds of voluntary contributions from 
individuals as well as from firms trusts, churches, charities 
etc. 


From the point of view of finances, these sources have 
been relatively less important although it has increased from 
Rs. 13 million in 1950-51 to Rs. 126.7 million in 1970-71 in 
absolute terms:as can be seen in Table 3.9. However, the 
percentage share of these sources has drastically reduced from 
11.62 per cent in 1950-51 to 5.85 per cent in 1970-71. But 
surprisingly in terms of compound rate of growth, the 
rate of growth for the period of 10 years each from 1950-51 to 
1969-70 has: increased from 6.81 per cent to 8.04 per cent as 


can be seen in Table 3.10. 


Thus, between 1950-51 and 1975-76 the characteristic 
feature of the trends in Indian Educational Finance are the 
increasing dependence on Government Funds and the diminish- 
ing importance of all other sources of finance for education. 
The contribution from the Government Funds has gone up 
from 57.06'per cent to 78.51 per cent between 1950-51 and 
1975-76. In the same- period the share of local board funds, 
fees, endowments and other private sources have gone down 
from 10.93 per cent, 20.39 per cent, and 11.62 per cent to 434 
per cent, 12.81 per cent and 5.85 per cent respectively. 


It is apparent that the overall relative position of private 
funds, vis-a-vis government funds is declining. Of the total 
contribution from the public authorities—the Central Govern- 
ment, State Governments and Local Governments—the State 
and Central Governments’ contribution. has been the largest. 
The contribution through local bodies though better in 
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absolute terms, has actually declined in relative importance. 
What are the main reasons for the poor performance of the 
local bodies? First, the “local bodies were created by the 
British rulers not so much because they were envivus to grant 
autonomy in local administration to the people but because 
they wanted to relieve the district officials of some of administ- 
rative burdens’”.2* They were not created for educational 
development. With their own meagre resources competing for 
various objectives such as construction of roads, improving 
sanitation, water facilities etc. local bodies could not pay due 
attention to education. That is the reason why even the 
schools managed by them receive finances from government 
funds. 


But, in the federal system with decentralized planning, local 
bodies like Zilla Parishads, Panchayats etc. have a significant 
role to play in the development of education in general and in 
particular in its balanced development between the rural and 
urban areas, As the Kothari Commission’ suggested the state 
should prescribe the minimum cess to be levied by the Zilla 
Parishads and also authorise it to raise the same voluntarily 
upto a prescribed maximum. The Commission also recom- 
mended a revision in the grants-in-aid policy to the Zilla 
Parishads and the municipalities, under which their resources 
are taken into account, they are economically used and the 
objective of equalisation is attained. 


This is true that fees form a significant part of the total 
educational investment in India because around 27 per cent of 
the educational finances at higher level and 10 per cent at 
school level are contributed by the pupils in the form of fees- 
But, the relative share of fees vis-a-vis other sources has been- 
declining very sharply. The relative contribution of fees has: 


13. Atmanand, Mishra, Educational Finance in India Asia, New Delhi, 
1962, p. 349. 

14. Ecucation Commission; Kothari Commission (1966), Education and’ 
National Development : Report of the Education Commission (1964-66) 
New Dehi. 
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actually fallen to about half in the last 32 years. But, there is 
large scope for widening this base. 


There has been argument in favour of using free-policy 
as an effective instrument for regulating the galloping social 
demand for education. Those who make such suggestions 
treat education at par with other public utilities. This is un- 
fortunate. If such a policy is followed education will become 
a commodity for the privileged, mainly of those in the upper 
income brackets. The objective of fee-collection in fact was 
not revenue. In 1854 Wood’s Educational Despatch favoured 
introduction of fee on two grounds: “People do not value 
anything that is given free, and the payment of a fee is an in- 
dication of the seriousness of purpose on the part of the student 
or his guardian”. 

All over the world there have been arguments in favour 
of democratising education—providing education for all, 
Equalisation of educational opportunities has been an important 
objective of educational planning in the country. Fees should 
not play the role that ‘the price mechanism does. After all, 
fee is not regarded as a price. On these grounds educationists 
like Philips argue for discouraging fee-payment,’® since “it 
frequently excludes the under-privileged” and “fee are a cause 
of non-enrolment” in low income countries. 


However, there are people who argue for rationalising 
fee policy so that it promotes equality. In fact fees are far 
more egalitarian than government contributions. Differential 
fees—higher fees from the students who are of poor quality, 
and lower fees for those with reasonably good quality, as 
suggested by J.L. Azad improves the situation without 


15. Reference is made in Education Commission (1966), Education 
Commission, Report of the Education Commission: Education and 
National Nevelopment, Ministry of Education, New Delhi. 

16. H.M. Phillips, ‘‘Education and Development,” in Economic and 
Social Aspects of Educational Planning, UNESCO, Paris, pp. 25-26. 

17. J.L. Azad, Financing of Higher Education, Sterling, New Delhi, 
1975, p. 204. 
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adversely affecting the quality and standard of education. 
Such differential fees structure however, should be comple- 
mented by a bulky student-grants-in-aid programme, so that 
equality is also improved at the same time. The issue of fees 
should not be looked in isolation. 


From the point of view of finances endowments and other 
sources have been relatively less important. Thus there is a 
paradoxical situation with large number of institutions under 
the private management with insignificant financial resources 
provided’ by these managements. This is not the position in 
our country alone. All over the world private contribution to 
education in the form of donations, endowments and gifts 
has been declining. For example, Vaizey and Sheehan’? 
observed that such contributions have fallen in British 
Universities from more than one-fourth of the total resources 
available to education 1920 to one-tenth in 1950, and: to one- 
fourtieth in 1965. In the finances of highereducation in the’ 
United States, private contributions have fallen-from 13.04 per 
cent in 1929-30 to 8.5 per cent’ by 1971-72.1° Private sources, 
therefore, can no: more be reckoned as reliable sources’ for 
investment in education. 


i _ Government’s role in educational finances has been 
significant. The basis for such large public investment in 
education must be found in the benefits of education. Public 
benefits also known. as external benefits of education are 
innumerable. In fact, the external.benefits outnumber private 
benefits. Further, education is a.sector which cannot be left 
to private parties completely as long as we aim at universalisa- 
tion, equality in educational opportunities, social justice and 
soon. M. Adeseshaih™ rightly observes that “private financ- 


18, Vaizey and Sheehan, Resources for Edt ic i 
5 uc, 

AN al ation, Allen and Unwin, 

19. Carnie Commission on Higher Education, Who Pays? Who Benefits? 
Who Should Pay?, McGraw Hill, New York, 1973. 

20, M.S. Adiseshaiah, ‘‘Education Financing” Lead Paper presented to 
the 7th Commonwealth Education Conference at Accra, Ghana 
(extracts appeared in Bulletin Madras Development Seminar Series, 
7/8 and 9, August-September 1977, p. 488). 
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ing, the market forces, cannot’ produce the education needed 
by the country because of the'divergences between private: and 
social costs and benefits the non-market-forces that are at 
work in’ every society—the demonstration effect of the co-exis- 
tence of high levels of education and high levels of living intra- 
nationally and internationally, the human rights and thecon- 
sumption imperatives of education—all these together explain 
the political decision of the large and growing public financing 
of education!”. 


Thus, for a variety of reasons the financial burden on 
the part of the government mounting’ every year. Public 
policy, consists of two strategies towards solving the financial 


problems: 


(1): Curbing the demand for education (particularly at 
higher level); and 

(2) Reducing the financial burden on the public ex- 
chequer by encouraging private individuals to finance 


education: 


consists of selective admission policy: 
Recently it was suggested to delink degrees from the jobs. This 
is also directed towards the same objective. The second 
‘strategy consists of a variety of measures like a stricter grant- 
in-aid policy encouraging private philanthropy by fiscal and 
other concessions increase in fees etc. But neither of these 


-strategies has proved a success = 


‘The former’ strategy 


3.5 Conclusion 


the study of pattern and distribution of 
on in India reveals that educational expen- 
diture as a proportion of GNP has been continuously increas- 
ing since 1950-51. The massive increase in expenditure has 
Jed to the growth in enrolments in all types of institutions. 


To sum up, 
-resources to educati 


21. A.R. Kamat, “Financing of Higher Education: A Socio-Political 
Analysis of the Basic Issues,’ in Amrik Singh and G.D. Sharma 
(eds.), University and College Finances, AIU, New Delhi, 1981. 
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Although the expenditure on education has been increas- 
ing but when we study the pattern of allocation of resources to 
education in Five Year Plans, we notice that the share of edu- 
cational sector in the total plan outlay/expenditure has been 
consistently declining which means the importance given to 
education in the total plan outlay has gradually declined. 
Even within the educational sector it has been found that 
increasingly larger amounts of resources are being spent on 
higher education and elementary and secondary levels of edu- 
cation are lagging far behind in terms of resource allocation. 


The study of growth of direct expenditure on education 
also reveals the same truth. The rate of growth of expendi- 
ture was higher at the higher levels of education and lower at 
lower levels. It implies that there is a clearcut shift in our 
educational policy which favours higher education which 


claims larger amounts of resources out of total educational 
outlay. 


The other characteristic feature of financing of education 
in India is the increasing dependence on Government Funds 
and the diminishing importance of all other sources of finance” 
for education. Thus, the government alone seems to be 


undertaking sole responsibility of educational finance and: 
administration. 


a> 


Table 3.1 


Growth of Enrolment by tyde of Institutions from 1955-56 to 1976-77 for India 


Pre-Primary Primary Middle Higher Higher Higher Total Grand Total 

Year Schools Schools Schools Secondary Profes- General Higher 

Schools sional Education Education 
Education 
1 2 3 4 5 6 7 8 9 

1955-56 0.75 229.20 88.13 52.72 4.45 12.56 17.01 337 82 
1956-57 0.99 239.23 43.92 79.73 4.81 13.76 18.56 382.44 
1957-58 11 247,88 50,60 62.36 5.41 14.66 20.07 282.02 
8958-59 1.38 243.72 81.70 68.55 6.01 16.11 22.12 417.46 
1959-60 - 1.51 259.22 38 86 75.28 5.37 17.35 22.72 397,58 
196061 ` 1.79 256.42 106.11 82.83 5.99 17.96 23,94 481.09 
1961-62 2.16 294,74 121.36 93.06 3.21 19.24 22.44 533.76 
1962-63 2.12 312.87 153.36 102.67 Do2 21.05 28.57 579.59 
1963-64 2.37 331.03 144,59 111.73 8.30 23.11 31.41 621.10 
1964-65 1,98 357.89 157.47 106.20 16.91 29.00 45.91 669.45 
r (Contd) 
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1 2 3 4 5 6 1 8 9 
1965-66 2.15 372.19 167,25 107.92 17,94 32.95 50.88 700.39 
1966-67 2.30 381.82 175.17 154.93 7.95 14.21 22.16 736.37 
1967-68 2.38 390.52 184.14 164.66 8.20 16.36 24.56 166.26 
1968-69 2.49 393.77 190.61 215.82 8.42 18.80 27.22 829.91 
1969-70 2.60 399.97 197.23 180.32 8.51 21.62 30.13 810.25 
1970-71 ; 2.77 411.53 201.45 175.16 874 24.38 33.12 824.03 
1971-72 2.98 423.72 208.45 173.16 9.00 28.38 37.37 845.69 
1972-73 3.47 452.76 216.83 178.11 9.48 30.65 40.13 891.30 
1973-74 
1974-75 8.66 464.95 230.34 194.01 10.71 32.98 43.69 936.65 
1975-76 3.88 467.51 236. 42 200.65 11.07 33.32 44.39 952.86 
1976-77 4.33 486.13 251.48 210.24 4.05 40.19 45.02 997.21 


Note: The figures for basic schools have not been given in this paper since the separate data for junior, senior and post 
basic schools are not available in that case it is not possible to compare the data of basic school for enrolment 
along with that of expenditure on basic school. 

Source: (a) Education in India, Vol. 1 and 2 (Annual), Various Volumes, Ministry of Education and Culture, 

Government of India, New Delhi. 
(b) A Handbook of Educational and Alliied Statistics, different issues, Ministry of Education and Culture, 
Government of India, New Delhi. 
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Table 3.2 


Percentage Distribution of Rurolment by Type of Institutions for India 


Schools Higher Education Total Total growth 
Year Pri- Primary Middle Higher Higher Higher higher rates 
primary secondary profes- general ediication 
sional 

1 2 3 4 5 6 7 8 9 
1955-56 0.22 67.84 11.28 15.60 1.81 3-71 5.03 

1956-57 0.25 62.55 11.48 20.84 1.25 3.59 4.85 

1957-58 0.29 64.88 13.24 16.32 1.41 3.83 S25 

1958-59 0.32 58.38 19.56 16.41 1.43 3.85 5.29 

1959-60 0.37 65.19 9.77 18.93 1.34 4.36 5.71 

1960-61 0.37 55.37 22.05 17.21 1.24 3:73 4.97 

1961-62 0.40 55.21 22.73 17.43 0.60 3.60 420 

1962-63 0.26 53.98 23.00 17.71 1.29 3.63 4.92 

1963-64 0.38 53.29 23.28 17.98 1.33 3.72 5.05 

1964 65 0.29 53.46 23.52 15.86 2.52 4.33 6.85 

1965-66 0.30 53.14 23.87 15.40 2.56 4.70 7.26 

1966-67 0.31 51.85 23.78 21.03 1.07 1.63 3.00 

(Contd.) 


pipuyupuoyvonpy fo Buuu] fo usayivd 
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a 2 3 4 5 6 7 8 9 
1967-68 0.30 50.96 24.03 21.48 1.07 2.13 3.20 
1968-69 0.30 47.44 22.96 26.00 1.01 2.26 32s 
1969-70 0.32 49,36 74.34 22.25 1,05 2.66 3.71 
1970-71 0.33 49.94 24.44 22.25 1.06 2.95 4.01 
1671.72 = 0:35 50.10 24.64 20.47 1.06 3.35 4.41 
1972-73 0.38 50.79 24.32 19,98 1.06 3.43 4.50 
1973-74 
1974-75 0.39 49. 63 24.59 20.71 1.14 3.52 4.66 
1975-76 0.40 49.06 24,81 21.05 1.16 7.49 4.65 

Compound Growth Rate of Enrolment by Type of Institutions for India 

1955-56 to 1959-60 14.60 2.49 0.37 7.38 3.82 6.66 6.00 3.31 
1960-61 to 1964.65 2,08 6.08 8.21 6.00 22.07 10.06 13.90 6.83 
1965-66 to 1969-70 3,85 1.45 3.35 10.81 —13.85 —8.08 —10.00 2.96 
1970-71 to 1974.75 5.73 2.47 2.71 2.06 4.15 ~ 6.22 5.70 2,59 
1955-56 to 1964-65 10.13 4,55 15.03 7.25 14.28 8.72 10.43 7.07 
1965-66 to 1974-75 5.45 2.25 3.25 6.04 —5.02 1.00 1:51 2.94 
1955.56 to 1974-75 8.21 3.59 9.40 6.73 4.49 4.94 4.82 5.23 


Note: Figures for the year 1973-74 were not available. 
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Table 3.3 
Expenditure on Education in India 


(Rs. in Crores) 


GNP at Current Expenditure 


Educational Expen- 
diture as propor- 


Year Prices on Education 
tion of GNP(%) 
1950-51 9157 114 1.2 
1951-52 9515 125 1.3 
1952-53 9324 138 1.5 
1953-54 9993 148 1.5 
1954-55 9174 165 1.8 
1955-56 9720 190 2.0 
1956-57 11209 206 1.8 
1957-58 11237 241 2.1 
1958-59 12650 266 21 
1959-60 13090 300 2.3 
1960-61 13999 344 2.5 
1961-62 14799 396 2.7 
1962 63 15727 442 28 
1963-64 17978 484 2.7 
1964-65 21113 535 25 
1965-66 21866 622 2.8 
1966-67 25250 698 2.8 
1967-68 29612 811 2.7 
1968-69 30293 898 3.0 
1969-70 33521 1010 3.0 
1970-71 36452 1118 3.1 
1971-72 38972 1285 3.3 
1972-73 42939 1373 3.2 
1973-74 53447 1450 21 
1974-75 62972 1807 29 
1975-75 66139 2105+ 3.2 
1976-77 71826 2349+ + 3.3 
1977-78* 81105 2719+ + 3.4 
1978-79* 86927 2950+ + 34 
1979-80** 90173 3500+ 3.9 


* Provisional Estimates. 
** Analysis of Budget Expenditure on Education, 1979-80-1981-82, 
+Quick Estimates, 

+ + Trends of Expenditure on Education 1968-69—1978-79, 
Source: Col. 1:—Eastern Economist (Annual Number 1982), 
Col. 2:—Education and Allied Statistics. 
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Table 3:4 
Educational Expenditure as Percentage of SDP 


States 1960-61 1975-16 
Andhra Pradesh 2.3 2.8 
Assam 2.2 3.6 
Bihar 2.3 2.4 
Gujarat a5 3.5 
Haryana = 2.7 
Himachal Pradesh _ 6.2 
Jammu and Kas6mir 22 4.5 
Karnataka 2.6 2.9 
Kerala 4.2 6.5 
Madhya Pradesh 2S: 4.8 
Maharashtra 3.0 Ba 
Orissa 19 3.5 
Punjab 2.7 3.7 
Rajasthan 2.4 3.4 
Tamilnadu 2.8 4.2 
Tripura — 5.9 
Uttar Pradesh 22 ii 
West Bengal 2.6 2.4 


(—) Not available. 

Source: J.B.G. Tilak and N.V. Verghese, (1982): 
Resources for Education in India, Seminar Paper (Unpubli- 
shed), N.I.E.P.A., New Delhi. 
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Table 3.5 


Public Expenditure on Education 
e a ee a 


Public Expenditure . Average 
As % of Per in- Average annual 
GNP habitant annual increase in 
US$ increase GNP 
(1865-72)% (1965-72) 
Percentage 
World® 5:7 75.6 11.6 9.7 
Africa 4.3 10.3 12.2 8.8 
America 6.2 170.3 11.2 8.4 
Asia* 4.0 14.3 14.1 13.3 
Europe 5.3 166.1 12.2 10.5 
Oceania 5.8 148.0 16.0 3.6 
Developed 
Countries 5.9 188.7 11.7 11.7 
Developing 
Countries 3.7 8.6 10,4 8.8 


*Excluding People’s Republic of China, Democratic Republic of 
Korea and Democratic Republic of Vietnam. 
Source: M.S, Adiseshiah (1977): Educational Financing Leadpaper 


presented to the 7th Common Wealth Education Conference 
at Accra, Ghana, 


Table 3.6 


Plan Expenditure|Outlay on Education in In India 
(Rs. in Crores) 


99 


First Second Third Annual Plans Fourth Fifth Sixth 

Plan Plan Plan 1966-67 1967-68 1968-69 Plan Plan* Plan+ 
1 2 3 4 5 6 T 8 9 10 
Elementary Education 85 95 201 15 26 33 239 317 906 
Secondary Education 20 5I 103 13 16 23 140 156 398 
University Education 14 48 87 37 25 26 195 205 486 
Other Education 14 30 73 8 10 18 107 127 457 
Total General** 133 221 457 63 16 98 668 805 2162 
Technical 20 49 125 25 26 25 106 107 278 
Total Education 153 273 589 89 103 129 786 912 2524 


pipuy u uoyvonpy fo Bupuvugg 


Percentage Distribution of Total Education Outlay in Different 


Levels of Education 


Elementary Education 58 35 34 17 25 26 30 35 36 

Secondary Education 13 19 18 15 16 18 18 18 16 

University Education 9 18 15 20 24 20 25 22 19 

Other Education 9 10 12 9 10 13 14 14 18 

Total General 87 82 79 71 75 77 87 88 89 

Technical 13 18 21 29 25 23 13 12 11 
(100) (100) (100) (100) (100) (100) (100) (100) (100) 

Total education as % of 

total plan outlay/ 7.86 5.83 6.87 5.00 3,18 2.59 

expenditure 

*1974-78 

+1980-85 


**Includes expenditures on art and culture. 

Source: Cols. 2-8: Draft Sixth Five Year Plan 1978-83 (revised) 
Col. 9; Draft Sixth Plan 1978-83. 
Col. 1C ; Sixth Five Year Plan 1980-85 (draft), 
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Table 3.7 


Growth of Direct Expenditure on Education by Type of Institutions from 
1955-56 to 1975-76 for India 


(Figures in Rs, million) 


Pre- Primary Middle Higher Higher Higher Total Grand 
Year primary schools schools secondary profes- general higher total 
schools schools sional education education 
education 

1955-56 2.50 537.27 519.64 457.03 73.63 223.27 296.91 1813.34 
1956-67 2.89 502.77 171.49 501.74 82.69 252.91 335.60 1514.49 
1957-58 3.30 667.38 207.65 565.76 94.64 286.32 380.96 1825.05 
1958-59 4.51 635.67 318.31 634,30 118.98 320.25 439,23 2032.03 
1959-60 5.12 697.15 351.53 721.69 138.45 355.98 494.43 2269.92 
1960-61 5.87 734.45 429,22 835.08 166.50 400.58 567.08 2571.70 
1961-62 7.48 826.69 488.42 953.76 195.96 460.85 656.80 2933.15 
1962-63 8.71 928.93 555.09 1079.82 231.76 517.14 748.90 3321.46 
1963-64 9.21 990.09 613.33 1091.22 295.87 538.77 834.64 3538.48 
1964-65 9.96 1087.13 718.42 1194.59 467.01 675.56 1142.57 4152.67 
1965-66 11.38 1287.23 842.83 1398.06 2098.60 791,09 2889.69 6429.18 
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1966.67 13.09 1444.56 958.41 1725.94 

1967-68 14.34 1705.01 1148.10 2040.27 

1968-69 15.63 1862.68 1319.25 2296.41 

1969-70 16.74 2089.72 1528.67 2558 52 

1970-71 19.07 2345 66 1709.37 2827.84 
1971-72 21.14 2579.87 1884.69 10630.64 

1972-73 23.84 2898.62 2104.73 11814.36 
1973-74 

1974-75 29.15 3848.57 2926.36 15730.11 
1975-76 33.02 4463.15 3409.67 17982.82 


566.32 
641.69 
736.56 
815.97 
922.02 
1028.20 
1110.88 


1417.05 
1539.37 


976.74 
1142.49 
1402.09 
1597.44 
1786.66 
2032.14 
2291.20 


2957.87 
3338.61 


1543.06 
1784.18 
2138.66 
2413.41 
2708.67 
5060,34 
3402.09 


4374.92 
4877.98 


Compound Growth Rates of Direct Expenditure on Education by Type of 


Institutions for India 


1955-56 to 1959-60 15.40 5.35 —715 9.57 
1960-61 to 1964-65 11.14 8.16 10.85 7.42 
1965-66 to 1969-70 8.03 10.18 12.65 12.85 
1970-71 to 1974-75 8.86 10.41 11.35 40.94 
1955-56 to 1964-65 14.83 7.30 3.29 10.08 

1965-66 to 1974-75 9.86 11.57 13.26 27.39 
1955-56 to 1974-75 13.07 10.35 9.03 19.35 


13.45 
22-90 
—17.21 
8.97 
20.28 
—3.85 
15.93 


9.77 
11.01 
15.09 
10.60 
11.70 
14.09 
13.79 


10.73 
15.03 
— 3,53 
10.06 
14.42 
4.23 
14.39 


5685.06 
66°2.39 
7632.62 
8607.07 
9610.61 
28176.70 
20243.64 


26909.10 
30766.64 


4.59 
10.05 
6.00 
22.86 
8.63 
15.39 
14.43 


Note : Figures for the year 1973-74 are not available. 


Source ; Education in India, Volume 1 and 2, (Annual), different volumes, Ministry of Education and Culture, 


Government of India, New Delhi, 
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Table 3.8 


Percentage Distribution of Direct Expenditure on Education by Type of Institutions for India 
From 1955-56 to 1975-76 


Year 


1955-56 
1956-57 
1957-58 
1958-59 
1959-60 
1960-61 
1951-62 
1962-63 
1963-64 
1964-65 
1965-66 


Pre-Primary 


school 


0.14 
0.19 
0.18 
0.22 
0.23 
0.23 
0.26 
0.26 
0.26 
0.24 
0.18 


Primary 


school 


29.63 
33.20 
36.57 
31.28 
30.71 
28.56 
28.18 
27.97 
27.98 
26.18 
20.02 


Higher Education 


Middle Higher 
sehool sccandary Higher Pro- 
school fessional 
education 

28.66 25.20 4.06 
11.32 33.13 5.46 
11.38 31.00 5.19 
15.66 31.21 5.86 
15.49 31.79 6.10 
16.69 32.47 6.47 
16.65 32.52 6.68 
16.71 52.51 6.98 
17.33 30.84 8.36 
17.30 28.77 11.25 
13,11 21.75 32.64 


Higher 
general 
education 


12.31 
16.70 
15.69 
15.76 
15.68 
15.58 
15,73 
15.57 
15.23 
16.27 
12.30 


Total higher 
education 


16.37 
22.16 
20.87 
21.62 
21 78 
22.05 
22.39 
22.55 
23.59 
27.51 
44.95 
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1966-67 
1967-68 
1968-69 
1969-70 
1970-71 

1971-72 
1972-73 

1974-75 
1975-76 


0.23 
0.21 
0.20 
0.19 
0.20 
1.16 
0.12 
0.11 
0.11 


25.40 
25.48 
24.40 
24.28 
24.40 
14.19 
14.32 
14.30 
14.51 


16.86 
17.16 
17.28 
17.76 
17.79 
10.37 
10.40 
10.87 
11.08 


30.36 
30.49 
30.09 
29.73 
29.42 
58.49 
58.36 
58.46 
58.45 


9,96 
9,58 
9.65 
9.48 
9.59 
5.66 
5.49 
5.27 
5.00 


17.18 
17.07 
18.36 
18.56 
18.59 
11.17 
11.32 
10.99 
10.85 


27.14 
26.66 
28.01 
28.04 
28.18 
16.84 
16.81 
16.26 
1585 
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Table 3.9 


Growth of Total Expenditure on Education by Sources for India 


From 1950-51 to 1975-76 


(Figures in Rs. Million) 


Year 


— 


1950-51 
1951-52 
1952-53 
1953-54 
1954-55 
1955-56 
1956-57 
1957-58 
1958-59 
1959-60 
1960-61 


Government 
funds 


6.52.68 
703.91 
802.28 
853.97 
988.52 
1172.05 
1320.36 
1578.99 
1775.55 
2023.03 
2340.91 


Local University Fees Endowments 
body funds funds and other 
sources 
124.99 233 27 132.89 
139.17 269.63 132.91 
135.19 297.11 141.85 
145.14 329.05 149.24 
130.91 353.36 157.33 
163.55 379.03 181.98 
151.42 401.00 190.16 
171.82 436.39 219.33 
165.03 484.22 236.71 
197.15 526.97 256.83 
224.92 590.26 287,71 


Total expendi- 
ture on educa- 
tion 


1143.82 
1245.61 
1376.43 
1477.42 
1650.12 
1896.61 
2062.94 
2406.55 
2661.52 
3003.97 
3443.80 


CL 
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1961-62 2718.37 261.91 656.07 327.22 3963 65 


1962-63 3024.77 296.44 737.66 358.62 4417.48 
1963-64 3344.93 289.71 = 823.58 382.86 4:41.08 
1964-65 3724.50 312.05 60 63 885.57 362.33 5345.07 
1965-66 4374.52 388.73 63.19 979.36 414.44 6220.24 
1966-67 4955.65 384.83 63.76 1095.02 479.53 6978.79 
1967-68 5831.12 447.55 75.51 1171.53 587.34 8113 06 
1968-69 6580.39 431.45 111.25 1264.86 595.74 8983.69 
1969-70 7638.76 375.70 123.97 1341.67 623.66 10103.76 
1970-71 8459.50 484.92 152.16 1472.37 653.90 11182.86 
1971-72 9387.19 — 12852.15 
1972-73 10511.50 13737.79 
1973-74 
1974-75 14528.52 -= 18072.87 
1975-76 16523.06 = 21047.03 


Note: Figures for the year 1973-74 were not available. 
Sources: (a) Education in India, different volumes, Ministry of Education and Culture, Government of India, 


New Delhi. 
(b) A Handbook of Education and Allied Statistics, Ministry of Education and Culture, Government of 


India, New Delhi. 
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Table 3-10 


Percentage Distribution of Total Expenditure By 


Sources for India 


Year 


1950-51 
1951 52 
1952-53 
1953-54 
1954-55 
1955-56 
1956-57 
1957-58 
1958-59 
1959-60 
1960-61 
1961-62 
1962-63 


Government Local University Fees Endowment and Total Growth 
funds body funds other rates 
funds sources 
57.06 10.93 - 20.39 11.62 
56.51 11,17 = 21.65 10.67 
58.29 9.82 - 21.59 10,31 
57 80 9.82 = 22,27 10,10 
59.91 7.93 _ 21.41 9.53 
61.80 8.62 — 19.98 9.60 
64.00 7.34 — 19.44 9,22 
65.61 7.14 — 18.13 9.11 
66.71 6.20 - 18.15 8.89 
67.35 6.56 — 17.54 8.55 
67.97 6.53 = 17.14 8.35 
68.58 6.60 = 16.55 8.26 
68.47 6.71 = 16.70 8.11 
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1963- 64 69.09 5.98 — 17.01 7.91 
1964-65 69.68 5.84 1.13 16.57 6.78 
1965-66 70.32 6.25 1.02 15.74 6.66 
1966-67 71.01 5.51 0.91 15.69 6.87 
1967-68 71.87 5.52 0.93 14.44 7.24 
1968-69 73.25 4.80 1.24 14.08 6.63 
1969-70 75.60 3.72 12.27 13.28 6.17 
1970-71 75.63 4.34 1.36 12.81 5.85 
1971-72 73.03 N.A. 
1972-73 76.91 N.A. 
1973-74 
1974-75 80.39 NA. 
1975-76 78.51 N.A. 
Compound Growth Rates of Expenditure on Education by Sources for India 
1950-51 to 1954-55 8.65 0.93 = 8 66 3.43 
1955-56 to 1959-60 11.53 3.80 — 6.81 7.13 
1960-61 to 1964-65 9.73 6.76 — 8.45 4.71 
1965-66 to 1969-70 11.79 —0.67 14.42 6.49 8.51 
1970-71 to 1974-75 11.42 — — — — 
1950-51 to 1959-60 11.98 4.66 = 8 49 6.81 
1960-61 tə 1969-70 12.55 5.26 — 8.55 8.04 
1950-51 to 1969-70 13.08 5.65 — 9.14 8.03 
1950-51 to 1974-75 13.21 — - = = 


Note: Figures for the year 1973-74 were not available, 


7.60 

9.63 

9.19 
10,19 
10.08 
10.14 
11,36 
11.51 

11.67 
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Pattern of Financing of Education 
in Bihar 


4.1 Education in the State of Bihar 


In the last chapter we examined the structure and pattern 
of distribution of resources to education in India. We found 
that not only the share of education in the total plan outlay/ 
expenditure in terms of percentage has declined but also within 
the educational sector large amounts of resources have flown 
into the higher education. Moreover, we also noticed that the 
burden of financing of education was more on the government 
and other sources of educational finance showed a diminishing 
importance, i 


The present study becomes more meaningful when it is 
studied in comparison with some of the states of the country. 
It is, therefore, in this context we have choosen the state, 
Bihar. 


Bihar is one of the most populous states in the country. 
The state is predominantly rural. Ninety per cent of its popu- 
lation lives in villages and only ten per cent in urban areas, 
The main occupation of the inhabitants is agriculture. The 
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state is industrially backward even though it shares 41 per cent 
of the mineral wealth of the country, 87 per cent of the cook- 
ing coal, 88 per cent of copper and keynite, 50 per cent of 
mica and 25 per cent of iron-ore reserves. The per capita 
income of the state as compared to the country as a whole is 
quite low. 


Despite three decades of planned development, Bibar 
continues to be one of the poorest states in India. In 1979-80 
whereas in the country as a whole 48.13 per cent of the popu- 
lation was found to be below the poverty line, in Bihar the per- 
centage was as high as 57.49. On the basis of current prices 
the per capita state income in 1979-80 has been estimated at 
Rs. 773.12 compared to Rs. 1149.50 for the country as a whole. 
Thus, the gap between the two is nearly 36.7 per cent as 
compared to 26 per cent in 1950-51. 


According to 1981 census the percentage of literacy rate 
in India was 36.17. Kerala had the highest literacy rate, 69.17 
per cent, Tamilnadu and Maharashtra came next with 47.3 and 
45.78 per cent respectively. But the literacy rate in Bihar is 
merely 26.01 per cent which is less'than the percentage of all- 
India. Thus, Bibar is lagging far behind in the educational 
development in comparison to other states. Since the time 
of independence the educational sector has been grossly 
neglected and it has not been connected with the overall 
Programme of economic development. Consequently, the 
problem of educated unemployment which is reflection of 
planned irrationality on the part of the government of Bihar, is 
more severe than any other state of India. 


Bihar is very much rich in terms of mineral resources. 
Its land are highly fertile. But the tragedy is that the state 
Temains a poverty-stricken state. The causes of its poverty 
are manifold but the cause which we want to emphasise is that 
educational sector has not been considered as the important 
sector for the mobilisation of resources. The educational 
policy of the state has mainly concentrated upon the increment 
of literacy rate and the promotion and development of primary 
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level of education. The other levels of education particularly 
higher education has been neglected. Thus the lop-sided edu- 
cational policy of the state and the paucity of resources for the 
development and expansion of education on the one hand, and 
the misallocation of resources on the other are the main factors 
which make Bihar educationally backward. Moreover, the 
planning experience also shows that the share of education in 
total plan outlay/expenditure in terms of percentage has consis- 
tently declined which means that not only the importance 
assigned to education has declined but also education continues 
to receive low priority in the plan in comparison to other 
sectors. 


Thus, all these factors motivate us to study the progress 
and development of education, especially the financing aspect 
of the state, Bihar vis-a-vis the country as a whole. 


In the present chapter we shall study the pattern and 
distribution of expenditure on education in Bihar vis-a-vis 
India as a whole under the following broad categories: 


(1) Educational expenditure and its impact on the 
growth of enrolments i.e. the study of educational 
expansion by different levels of education; 


(2) Study of allocation of resources to education in five 
year plans; 


(3) Study of intra-sectoral allocation of resources to 
education; 


(4) Study of growth of expenditure on education by type 
of institutions; and 


(5) Study of growth of expenditure on education by 
sources. 


Expenditure on education in the state has increased at a 
faster rate but in proportion to GNP it has remained more or 
less constant during the recent past 1960-61 to 1975-76. It is 
around 2.4 per cent but when this Proportion is compared 
with India as a whole it is found that over the years expen- 
diture on education in the case of India has increased as 
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a proportion of the GNP. In 1950-51 India was spending 
nearly 1.2 per cent of GNP and by 1979-80 this proportion 
increased to 3.9 per cent of GNP which can be seen in the 
Table 3.3. In some other states like Kerala, Madhya Pradesh 
and Tamilnadu the proportion has increased from 4.2 per cent 
to 6.5 percent 2.3 per cent to 4.8 per cent and 2.8 per cent to 
4.2 per cent respectively from the period 1960-61 to 1975-76 as. 
can be seen in Table 3.4. Thus growth of expenditure on edu- 
cation in Bihar is, of course, increasing but in comparison to 
India and some states like Maharashtra, Kerala and Tamilnadu 
it is still lagging far behind. 


The rapid growth of expenditure on education in the 
state has a widespread impact on the education. Not only the 
new educational institutions and various educational pro- 
grammes have been created but also the growth of enrolments. 
in various institutions has increased. In absolute terms, total 
enrolment in all institutions has increased from 25 lakhs in 
1955-56 to 78 lakhs in 1976-77. But in terms of percentage 
distribution we find that growth of enrolment has increased in 
case of middle schools and higher secondary schools and it has 
drastically reduced in case of higher education. In Table 4.2 
we notice that for the period 1955-56 to 1976-77 for middle and 
higher secondary schools it has increased from 22.69 per cent 
to 29.46 per cent and 11.89 per cent to 13.44 per cent respec- 
tively but for the higher education it has reduced from 4,85 per 
cent to 3.68 percent. Broadly the same trend exists in case of 
India also. For example, between 1955-56 and 1975-76, the 
growth of enrolment for middle and higher secondary schools 
has increased from 11.28 per cent to 24.81 per cent and 15.60 
per cent to 21.05 per cent respectively but in case of higher 
education the percentage increase is not very high. 


Thus, one of the important positive achievements in the 
field of education in Bihar, is with respect to enrolments. 
Such an educational explosion has increased the equality in 
education and the mass literacy rate which are by and large 
positive results of the explosion in enrolments. But, there are 
some undesirable consequences also which are worth noting. 
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The rapid expansion of education at all levels has been respon- 
sible for the dilution of its quality. The incidence of wastage, 
stagnation and failure has been large. 


The dilution of quality of education has adversely affected 
the efficiency of human resources and personnel of requisite 
calibre are not available. Again they have not been available 
in required quantity. The demand for them has not been 
fully met by the educational system. It has supplied them in 
an uncoordinated and unbalanced way. 


This has been the gruesome result of the lack of man- 
power approach to educational planning in the process of 
development. There has been absence of comprehensive and 
sectoral manpower planning in Bihar during the period of the 
plans unlike India, where the latter was initiated in Second 
Five Year Plan and was widened and developed in later 
plans. 


Absence of manpower approach to education on the 
other hand has resulted in the growth of educated unemploy- 
ment which has recorded a phenomenal rise during the last 
decade. This has been augmented by lack of vocaticnalisation 
of secondary education and by over expansion of secondary 
education which is symptomatic of educational imbalance. 


Educational explosion thus resulting in huge educated 
unemployment and shortage of personnel in Strategic sectors 
of development in this state has proved in some way a hind- 
rance in the process of economic and social development. 


Thus, the immediate effect of the tapid growth of expen- 
diture on education can be explained in terms of the growth of 
enrolment and development of education at all levels. The 
increasing growth Of expenditure on education leads us to 


review the pattern and distribution of expenditure on education 
which we shall study in the next section. 


4.2 Education Under Plans 


Plan expenditure on education in Bihar has showna 
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rapid rise since the beginning of the planning in the country. 
The absolute provision of outlays for education multiplied 
more than 25 times since the First Five Year Plan. The First 
Five Year Plan allocated Rs. 570 lakhs for education. This 
figure rose to Rs. 2529 lakhs in the Second Plan, to Rs. 2027 
lakhs (less than the Second Plan) in the Third Plan, to 
Rs. 4148 lakhs in the Fourth Plan and to as high as Rs. 15400 
lakhs in the Sixth Plan. Thus, increasingly huge amount of 
resources are being allocated for education as shown in Table 
4.3. But interestingly the share of the educational sector in 
the total Plan outlay/expenditure has been consistently declin- 
ing. It was 9.95 per cent in the First Plan, 11.79 per cent in 
the Second Plan, 10.63 percent in the Third Plan, 7.81 per 
cent in the Fourth Plan, 5.11 per cent in the Fifth Plan and as 
low as 4.78 per cent in the Sixth Plan. Thus, we notice that 
the relative importance of education in all the Plans has been 
declining despite the fact that the government has been raising 
high sounding words for education. Thus the meagre alloca- 
tion of resources to education in percentage terms justifies the 
assumption that the educational sector has been grossly 
neglected by the government. The conclusion is quite clear 
from Table 4.4. 


Although the increasing trend of allocation of resources 
to education in absolute terms in the state, Bihar is in match 
with the trend existing at all-India level. The Plan allocation 
to education at the all-India level has multiplied by 16 times of 
the First Plan, Rs. 153 crores to Rs. 2524 crores in the Sixth 
Plan. Even the share of education in total Plan outlay/ 
expenditure has reduced from 786 per cent in the First 
Plan to 5.83 per cent in the Second Plan, 6.87 per cent in the 
Third Plan, 5.0 per cent in the Fourth Plan, 3.18 per cent 
in the Fifth Plan and 2.59 per cent in the Sixth Plan. 


Thus, the following facts emerge from a study of a Plan 
allocation of resources to education in percentage and absolute 
terms: 
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(1) The range of total plan outlay/expenditure on edu- 
cation in absolute terms was greater in Bihar’s plans 
than that in India’s plans. 


(2) The total outlay on education in percentage terms 
almost declined in the national and state plans 
although the rate of decline was faster in case of 
India than that of Bihar. 


"3 


YS 


Edueation received somewhat better place in the 
state plans as compared to the Notional Plans. For 
example, the total outlay on education out of total 
plan outlay during First Five Year Plan in case of 
Bihar was 9.95 per cent which was reduced to 9.03 
per cent in the Fifth Plan and 4.78 per cent in the 
Sixth Plan. But in case of India, the share of 
education out of total plan outlay during First Five 
Year Plan was 7.86 per cent which was reduced to 
2.59 per cent during the Sixth Plan, 


(4) There was greater variation in state plans as 
compared to National Plans. Total outlay on edu- 
cation in the Sixth Plan of Bihar was over 25 times 


greater as compared to the First Plan and that of 
India was over 15 times greater. 


Thus, the magnitude of financial efforts of this econo- 
mically backward state was greater than that of the country 
probably to bridge the gap in educational development. 


Education has been accorded low priority in Five Year 
Plans of Bihar. Outlay on it has been a small segment of the 
total outlay during the various Five Year Plans. It has varied 
between 4.78 per cent and 11.79 per cent of the total, the 
highest level recorded during the Second Five Year Plan and the 
lowest during the Sixth Plan, However, the share of education 
to the total outlay has been greater in this state than the 
conntry as a whole. Thus, the basic approach tothe resource 
allocation policy has to education in various plans has treated 
education as an item on Social Services having Sozial Welfare 
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aims rather than an investment. Education was not regarded 
as an instrument of economic development and it did not find 
any place in the strategy of the plan. 


Though the educational planning was not designed the 
basis of the economics of education, yet the various plans of 
Bihar can be analysed in terms of this concept and meaningful 
conclusions may be drawn. Ifa country plans for the overall 
Socio-economic development and keeps in view the rationale of 
economics of education it has to determine the place of 
education in overall development programme and secondly the 
relative position of consumption and investment education so 
that-education in general and investment education in particular 


are given due place. This can broadly be done in the light of 
the following: 


(a) Stage of economic development; 
(b) Stage of educational development; 


(c) Educational requirement of economic development; 
and 


(d) Educational requirement of the people. 


These may be examined with respect to the conditions of 
Bihar. According to the statistical evidence which we have noted 
earlier, Bihar is considered as a backward state of the country 
both economically and educationally. 


Taking into consideration the stage of economic develop- 
ment of Bihar and educational requirements of planned 
economic development and the urge of its people for more 
education for their children, education should have been given 
its due share in total plan outlay. But, in actual practice we 
find that large amounts of resources have been diverted to the 
Core sectors and the share of education in total outlay has been 
consistently declining. It is quite evident that if one sector of 
the economy receives more resources than its due share, other 


1. M.S. Thacker, “Education: Crucial Weapon,” Yojna, Vol. VI, 
No. -6, January 6, 1963, p. 4. 
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sectors of the economy have to lose. This is more so in a 
backward economy where the needs are much greater and 
resources are limited. 


The declining trend of educational outlay in percentage 
terms in Bihar plans, besides other things, shows that the 
significance of education as human capital was not realised. In 
case of Bihar we find that physical resources are available in 
plenty but these resources have not been mobilised and utilised 
in a desired manner as a result of which the state is still in the 
grip of poverty. If the government allocates adequate amount 
of resources to the creation of knowledge and skills, then the 
mobilisation of resources becomes quite easy. Thus, educational 
sector deserves allocation of more resources not only because it 
leads indirectly to mobilisation of idle resources but also the 
benefits of education not only flow after a long period but also 
for a long period, say over 30 years of period while the useful 
life span of the other Projects tends to be shorter. 


Intra-Sectoral Allocation of Resources 


The study of intra-sectoral allocation of resources to 
education by levels during various plan periods shows a lop- 
sided emphasis put on the different layers of education. 


During the First Plan period 38.60 per cent of the total 
outlay on education were allocated to elementary education, 
17.54 per cent to secondary education, 10.53 per cent to 
university education and 14.04 per cent to technical education. 
The allocation to elementary education has increased to 44.98 
per cent in the Second Plan and reached the peak level of 
66.03 per cent in the Sixth Plan. It is interesting to note that 
the increasing trend after the Fourth Plan has considerably 
reduced. At the same time the expenditure on other levels of 
education showed a marginal increment. But the expenditure 
On secondary education has reduced from 17.54 per cent in the 
first plan to 7.69 per cent in the Sixth Plan which is the lowest 
figure in comparison to previous plans. At the university level 
we notice a fluctuating trend after the Second Five Year 
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Plan whereas the proportion at the university level has 
increased from 10.53 per cent in the First Plan to 15 28 per cent 
in the Fifth Plan, it has drastically reduced to as low as 
10.42 per cent of the total educational outlay during the Sixth 
Plan as can be seen in Table 4.3. When we compare this 
analysis of intra-sectoral allocation of resources to education 
with that of all-India level we find a reversal trend. In the case 
of India the proportion on elementary education out of total 
educational outlay has declined from 58 percent in the First 
Plan to 36 per cent in the Sixth Plan whereas the proportion at 
university level of education has doubled or trebled between the 
First Plan and the Sixth Plan. The proportion in the First 
Plan was merely 9 per cent which moved upto 25 per cent in 
the Fifth Plan and 19 per cent in the Sixth Plan. It should be 
noted that the highest proportion was recorded in the Fifth 
Plan. 


The study of the pattern of distribution of expenditure on 
education by different layers in different plans of Bihar shows 
that lop-sided emphasis was given on different sectors of 
education. If we assume that expenditure over elementary, 
university, cultural and miscellaneous types of education is 
more of the nature of consumption education and that on 
secondary, social and technical education is more of the nature 
of investment education, we find that the former has received 
high priority over the latter.? The conclusion will be quite clear 
when we study various plans together. 


It appears that more than four-fifths of the total 
expenditure on education during First Plan in Bihar was incurred 
on general education and only about one-fifth on technical 
education. Elementary education absorbed more than half of 
the total expenditure. Even during the Second Five Year Plan 
as it is quite evident from the Table 4.3 that consumption 
education absorbed 67.56 per cent of total plan expenditure 
and only 32.45 per cent was spent on investment education. 


2. Prof. Ramashish Sinba, The Economics of Education—A Case Study 
of Bihar, Orient Longman Ltd., Calcutta, 1982. 


Fattern of Financing of Education in Bihar 87 


The latter percentage is less than that of the First Plan. 
Though expenditure over consumption and investment educa- 
tion increased in absolute terms but that over the latter 
decreased in terms of percentage ascompared to the First 
Plan. In the case of India expenditure over investment educa- 
tion increased both absolutely and relatively. 


During the Third Five Year Plan expenditure on elemen- 
tary education increased by 48.12 per cent as compared to the 
Second Plan. There was slight rise in its share as compared to 
the Second Plan. Outlay on university education increased both 
absolutely and relatively as compared to the second and first 
plans, and that over miscellaneous education decreased com- 
pared to the Second Plan. The trend of allocation of more 
resources to the consumption education continued even in the 
Fourth Plan. The combined expenditure over elementary, 
university, cultural and miscellaneous education was 81.90 per 
cent of the total plan expenditure on education as compared to 
66.46 per cent in the Third Plan. Thus expenditure over invest- 
ment education remained only 18.10 per cent as compared to 
33.33 per cent in the Third Plan. 


In the Fifth Five Year Plan the outlay on elementary . 
education, university education and cultural and miscellaneous 
education taken together formed 82.68 percent of the total 
outlay as compared to 81.90 per cent in the Fourth Plan 
and that on secondary, technical and social education was 
16.31 per cent as compared to 18.10 per cent in previous plan. 
But interestingly the greater priority was given on investment 
education during the Sixth Five Year Plan. The share of con- 
sumption education was merely 77.42 per cent of the total 
outlay as compared to 83.68 per cent in the Fifth Plan while the 
share of investment education was 17.68 percent in the 


Sixth Plan in comparison to previous plan’s figure 16.30 per 
cent. 


: The sharp decline in expenditure over investment educa- 
tion in percentage terms in various plans of Bihar has serious 
implications from the point of view of economics of education 
This leads to the following: i 
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(1) The basic concept of education as an investment in 
man has not been understood in proper perspective. 


(2) The significance of education industry as supplier 
of manpower of appropriate grade, level and quality 
in the context of backward economy of Bihar has not 
been realised. 


(3) That sector of education which could yield quick 
returns has been ignored. 


Thus the picture coming from the distribution of outlay 
over various stages of education during the period of various 
plans was rather gloomy from the point of view of economics 
of education which emphasises investment education? on the 
one hand and balanced education development has been given 
a low place in course of planned educational development in 
this state. Its core technological education has also met with 
the same fate. Besides it has absorbed a smaller proportion of 


plan expenditure on education in this state than in the country 
except in the First Plan, 


The important feature emerging from the analysis of 
intra-sectoral allocation of resources to education is that 
elementary education has been given high priority over other 
sectors of education. Although according to the Directive 
Principles of the Indian Constitution elementary education 
should have been emphasised but it received more emphasis 
than it probably deserved. In this Context we can pose a 
question that although large amounts of Tesources have flown 
into elementary education even then the objective of univer- 


Salisation of elementary education in the age-group of 6-14 has 


Not yet been achieved. Many reasons can be put fourth for its 
explanation. 


At the first place it should be noted that the 
existing Socio-economic and Political set-up of the state moves 
around the centre of political Power. The government favours 
indirectly that more and More colleges should be opened so 


3. W.A, Lewis, ‘Education and Economic Development” 


» International 
Social Science Journal, Vol. XIV, No, 4, 1962, p. 685. 
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-study of rate of 
‘we arrive at somewhat different conclusions. According to 


‘education and lower at 
the next section. 


call types of institutions from t 
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that they can become a convenient field for exercise of political 
and social interests. 


There is the problem of massive drop out in case of Bihar. 
According to drop out estimates’ prepared by the education 
department, more than 75 per cent of the children have 
dropped out at the school by the fifth class, about 50 per cent 
drop out by the secondary classs, 60 per cent by the third and 
70 per cent by the fourth. There are some obvious reasons for 
such drop outs in a backward state like Bihar. Bihar is 
predominantly an agricultural state. At least 95 per cent of 
the total labour force belong to the rural areas. The agricul- 
tural labourers which constitute the major proportion of total 
labour force cannot afford to have his son waste his time ina 
fertile pursuit as education, for the child is a supplementary 
wage-earner. He has neither the resources nor the con- 


‘sciousness to consider education as a long-term profitable 


investment. 


An important picture which emerges from the analysis 
of intra-sectoral allocation of resources to education in case 
of Bihar is that increasingly large amounts of resources 
are spent on elementary education. Though the relative position 
of higher education has improved but in terms of resource 


allocation, it shares little out of total plan outlay. But in our 
growth of expenditure on different institutions 


this study the rate of growth of expenditure on different 


layers of education was found higher at the higher levels of 
lower levels which we shall examine in 


4.3 Growth of Expenditure on Education: By Type of Institutions 


ncreased in absolute terms for 
he period 1955-56 to 1975-76. 


The Table 4.5 shows that the total expenditure for all types 
t—1978,” 


The total expenditure has i 


4, ‘Educational Administration in Bihar: A Survey Repor' 
NIEPA, New Delhi, 1978. 
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of institutions has increased from Rs. 80.86 million to 
Rs. 1583.51 million from the period 1955-56 to 1975-76. 
Although in absolute terms the total expenditure shows an 
increasing trend for all types of institutions, but the percentage 
share of each institution out of total expenditure tells us 
different story. In the Table 4.6 we notice that, the percentage 
share of primary and middle schools has declined from the 
period 1955-56 to 1975-76. It has reduced from 28.88 per 
cent to 18.44 percent in case of primary schools and from 
19.92 per cent to 12.90 per cent in case of middle schools. On 
the other hand, we find that the share of higher secondary 
schools and higher education has increased for the same 
period. For higher secondary schools it has increased from 
31.07 per cent to 52.71 per cent and from 20.10 per cent to 
33.66 per cent for higher education for the same period, Even 
in terms of the compound growth rate we find that the rate 
of growth of expenditure from 1955-56 to 1974-75 in case of 
Primary and middle level of education is 12.68 per cent and 
9.95 per cent Tespectively whereas in case o 
schools and higher education it is 18.05 
cent respectively. 


f higher secondary 
per cent and 13.78 per 


Comparing these results with a 
the share of expenditure has de 
schools but it has increased in ca: 
and higher education. Thus we arrive at an important con- 
clusion that like India in the State of Bihar too, the rate of 
growth of expenditure is higher for higher education and lower 
for lower levels of education, 

In Bihar, 
which includes 
has been due to 


ll-India level, we find that 
clined for primary and middle 
se of higher secondary schools 


the increasing expenditure on higher education 


both professional and general higher education 
the following Teasons: 


(1) The demand for higher education has taken place 
due to prestige attached with it on the one hand and 
getting a better 


job on the other hand. Precisely, 
because of these two reasons the demand for higher 
education and hen 


j ce increasingly large expenditure 
on it has taken place, A 
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(2) The problem of educated unemployment which is, 
of course, a countrywide phenomenon has become 
quite severe in this state for the last two decades. It 
has been responsible to a great extent for the sudden 
growth of enrolment in higher institutions as a 
result of which the growth of expenditure on higher 
education has piled up. 


(3) The development of higher institutions and universi- 
ties has taken place precisely due to prestige, attached 
with them. It is considered not only an instrument 
of mobilisation of mass consciousness but also a 
convenient field for influencing the political power 
of the state. 


Broadly, these factors have been responsible for the 
rapid escalation of higher educational institutions and con- 
sequently higher expenditure on them. Viewed in the context 
of broad national objective of eradication of illiteracy and 
equalization in educational opportunities and universalisation 
of elementary education, this policy favouring higher education 
is undoubtedly harmful for the balanced development of 
education in the state. 


To sum up, the structure and pattern of distribution of 
expenditure and resources to education in the state of Bihar 
produced many undesirable results which may be briefly noted 
below: 


(1) The state is still far away from the constitutional 
directive of universalisation of elementary education 
which was expected to be fulfilled more than two 
decades ago. This is the failure, on the part of the 
government, considering the fact that large amounts 
of resources are spent on elementary education. 

(2) Another important failure is the growing illiteracy 
in the state. The state has not been able to eradicate 
this problem. Consequently, it is still lagging far 
behind from the states like Kerala, Maharashtra 
and others in terms of educational facilities. 
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(3) The rapid expansion of education at all levels has 
been responsible for the dilution of its quality. The 
dilution of quality of education has adversely 
affected the efficiency of human resources and per- 
sonnel of required calibre are not available. The 
decreasing quality of education paves the way for 
devaluation of education. 

(4) The distorted pattern of growth of education at 
different layers result in unemployment of educated 
and shortage of personnel in strategic sectors of 
development which has proved in some way a 
hindrance in the process of economic and social 
development of the state. 


4.4 Growth of Expenditure on Education; By Sources 


For the rapid development of education and attainment 
-of certain specified objectives the government requires resources. 
The government alone cannot mobilise the resources, it has 
to?depend upon some other sources, too. There are various 
‘sources of educational finance in the state which can be con- 
veniently divided into the following groups: 

(a) Government Funds; 

(b) District Board Funds; 

(c) Local Body Funds; 

(d) Municipal Board Funds; 

(e) University Funds; 

(f) Fees; 


(g) Endowments and other Sources.* 


The study will reveal the importance of each source in 


educational finance of the state and thereby the mobilisation 
of resources for education. 


*It should be noted that because of the lack of availability of data i 
was not possible for us to collect the data of fees, endowm HE. 
for the latest period. The main source Of the data is ‘Ed a kin 
India Volumes’ (year-wise) and ‘Education in the States ih sen 
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(a) Government Funds: It appears from the Table 4.6 
that the government plays an important role in financing of 
education in the state. This is also very true for a country 
as a whole. As can be seen in the Table 4.7 that in absolute 
terms the government’s contribution which was Rs. 26.96 
millions in 1950-51 increased upto Rs. 784.34 millions in 
1975-76. Even in terms of percentage share, the share of 
government funds in total educational finances stood at 38.23 
per cent in 1950-51 which moved upto 74.34 per cent in 1975-76 
as it is evident in the Table 4.8. 


When these results are compared with all-India we notice 
that government funds during 1950-51 contributed 57.06 per 
cent of total expenditure which moved upto 78.51 per cent 
during 1975-76. Thus, it appears that government plays a 
dominant role in financing of all institutions in the state as 
well as India. 


(b) District] Municipal Board Funds : The contribution 
from these sources has been declining quite sharply. In 
absolute terms the total contribution from this source has 
declined from Rs. 17.15 millions in 1950-51 to Rs. 4.03 millions 
in 1962-63. Even in terms of percentage we find that the 
relative share of these two sources in financing has gone down 
from 24.32 per cent to 1.59 per cent and from 3.61 per cent 
to 0.60 per cent in 1950-51 and 1962-63 respectively. 


This means that local bodies are not sharing the burden 
of financing of education even at the elementary level. In 
case of India also the performance of local bodies etc. is not 


satisfactory. 


(c) Fees: Though in absolute terms the contribution of 
fees has increased from Rs. 16.75 millions in 1950-51 to 
Rs. 93.82 millions in 1970-71 that is by over 5 times but the 
relative share of its out of total has declined from 23.74 pet 
cent to 17.80 per cent during the same period as can be seen 
in Table 4.7 and Table 4.8 respectively. But the rate of 
decline is not very sharp and it can be concluded that next to 
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the government, fees are playing an important role in financing 
of education. However, in case of India the relative share of 
fees in the total educational bill declined. 


(d) Endowments and Other Sources: From the analysis 
of Table 4.8 it appears that next to fess is the endowments and 
other sources. Particularly, the relative share of other sources 
is more than that of endowments. If on the one hand the 
share of other sources has increased from 8.19 per cent in 
1950-51 to 9.0 per cent in 1962-63. On the other hand, the 
share of endowments has reduced from 1.88 percent to 1.75 
per cent during the same period. However, after 1966-67 
these two sources together contributed much. It has increased 


from Rs. 28.71 million to Rs. 52.71 million from 1966-67 to 
1970-71. 


Thus, it becomes clear that whereas the government’s 
contribution in total educational finances has been continuously 
increasing, the share of fees, endowments and local bodies etc., 
has been decreasing over the period, 


The Government’s role in educational finances in Bihar 
state is quite significant. This is true. Since the relative share 
of government funds has been more than the other sources. 
The basis for such large public investment in education is 
based on the principle that education isa sector which cannot 
be left to private parties completely as long as we aim at 
universalisation of primary education. But this is, of course, 
not a healthy trend. In a federal set-up the responsibility for 
the financing of education should be equally shared by other 


sources in order to attain the equalization of educational 
Opportunities. 


Although the performance of endowments and other 
sources is good but that is not enough. The most striking 
feature which emerges from the analysis is the poor Perfor- 
mance by the local bodies. In a federal system with decent- 
ralized planning, local bodies like Zillarparishads, Panchayats 
etc., have a major role to play in the development of education 
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in general and its balanced development between the rural and 
urban areas of the state in particular. 


A problem in education in all the states and territories 
of India is how to find more financial resources for education. 
Inadequacy of funds for education is a problem with all 
countries including the so-called developed countries. It can 
thus be said that the problem with the educational department 
of the state, Bihar as with other states is that of financing 
adequate resources for various schemes of education. For 
this purpose the education department depends upon the 
budget allocation, which is based on the state government’s 
overall policy of priorities and the financial powers vested in 
the state department of finance. If the coordination between 
the education and the finance department is not smooth and 
effective and the administrative machinery of the government 
is not adequately streamlined, the available funds with the 
government may not be adequately spent. 


The discussions of the expenditure on education by the 
government of Bihar can be taken up in the framework of 
broad objectives with respect to education because these 
objectives from dominant forces influencing the state govern- 
ment’s policy regarding allocation of resources to education. 
Sometimes these objectives may come in the way of efficient 
distribution of expenditure on education. For example, if the 
objective is equality in education to be achieved in the state, 
a large expansion of the state educational system, may be 
required and such an expansion may not be justified by 


economic criteria. 


By and large the policy and goals of education adopted 
at national level are generally accepted by the state govern- 
ment. By the end of 1949 a more or less clear picture of the 
educational policy of Bihar emerged which was accepted as 
the basis of the educational reconstruction in the state. These 
objectives were: 


(a) Universalisation of elementary education for the age- 
group 6-14. 
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(b) 
(c) 
(d) 


(e) 


(f) 


Eradication of illiteracy. 

Equality of opportunities in education. 

Setting up of more rationalised and effective 
administrative machinery for Primary education. 
Gradual introduction of basic and technical bias in 


the existing high schools and the setting up of high 
schools of new type. 


Promotion of technical and agricultural education 
etc. 


It is quite obvious that in Bihar none of these objectives 
have been fully realized, though some progress have been made 
during and the three decades of Planning and hence educational 


Planning still assumes much importance. 


The relative weights 


attached to each of these objectives is hardly known. 


Bihar, 
of complete transformatio 
the social fo 
old educational System was fa 


Necessitating the planning of education on new lines. 
major tendencies more th 


Of a new system of education have been: 


(a) 
(b) 


4.5 Conclusion 

To sum up, the st 
of education in the state, 
Which are present in the sy 


a) 


like rest of the country has passed through a phase | 
n on the economic requirements of | 
rces and the political Set-up as a result which the 
ced with challenging problem 


Two 
an other, responsible for the shaping 


the demand for education from the large masses of ° 
the people Particularly in the rural areas; and 

the desire to relate education more and more to the 
actual requirements of life and 
economic return for the invest 
tion. 


to ask for an adequate 
ments made in educa- 


udy of structure and pattern of financing 
Bihar explains the following features 
Stem of financing of education. 

Expenditure on education in the state, Bihar like 
India and other States has been increasing but 
in proportion to GNP and National Income, it has 
been lagging for behind India and other states. The 
Tapid escalation of expenditure on education has 
led to development of education at a faster rate. 


(2) 


(3) 


(4) 


(5) 
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It has produced some desirable and undesirable 
consequences as a result of which the educational 
system of the state has been affected. On the one 
hand, if growth of enrolment, equality in educational 
system of the state has been affected. On the one 
hand, if growth of enrolment, equality in educational 
opportunities are the positive outcomes, the deterio- 
ration of the quality of education, the problem of 
educated unemploment etc., have proved a great 
hindrance in the socio-economic development of the 
state. 

Plan expenditure on education in the state has been 
increasing plan after plan. Although we find that 
in absolute terms increasingly larger amounts of 
resources are being spent on education but the 
relative position of education in total plan outlay in 
terms of percentage has been consistently declining. 
The study of intra-sectoral allocation of resources 
has revealed some of the important features of 
pattern of financing of education of Bihar: We 
found that a lop-sided emphasis has been accorded 
to different sectors of education., Elementary 
education has been excessively emphasised and 
larger amounts of resources have been spent on 
this sector, even then objectives of universalisation 
of elementary education as outlined in the directive 
principles of Indian Constitution, has not been 


fulfilled. 
Some interesting conclusions have been drawn from 


the study of growth of direct expenditure on educa- 
tion. It was found that in Bihar like India the rate 
of growth of expenditure is higher for higher levels 
of education and lower for lower levels of education. 
Finally, in the analysis of sources of educational 
finance we came to the conclusion that government’s 
contribution in total educational finances has been 
continuously increasing and those of fees, endow- 
ments and local bodies etc., have been declining 
over the period. 


Table 4.1 


Growth of Enrolment by Type of Institutions for Bihar from 
1955-56 to 1976-77 
(Figures in Rs. million) 


Schools Higher Education 
Pre- Primary Middle Higher Higher Higher Total Grand 
Year Primary Secondary Profes- General Higher Total 

sional 

1955-56 0.5 1525.4 572.0 299.9 33.7 88.6 122.3 2520.3 
1956-57 0.7 1653.9 625.3 332.9 36.6 105.7 142.4 2755.4 
1957-58 0.6 1693.3 677.8 362 4 39.3 126.9 166.2 2900.4 
1958-59 0.8 2180.6 906.4 467.9 43.8 143.8 187.7 3743.5 
1959-60 0.9 2499.5 1054.3 530.3 32.0 163.8 195.8 4281.2 
1960-61 1.2 2711.9 1170.4 588.5 34.6 1€4.1 198.7 4671.0 
1951-62 1.5 2854.8 1290.9 644.0 36.5 186.7 223.2 5014.6 
1962-63 2.2 2842.8 1423.8 691.4 43.5 197.0 240.6 5201.0 
1963-64 2.4 3005.9 1538.8 725.1 46.7 208.6 255.3 5527.7 
1964-65 2.5 3052.0 1619.5 597.8 141.5 251.1 392.6 5664.6 
1965-66 29 3094.3 1682.8 610.8 146.2 270.3 416.6 5807.5 


vipug ul uoyvaipy fo Buuni 


1966-67 2.8 3124 6 1399.4 ~ 770.2 63.9 118.1 182.1 5479.2 
1967-68 2.8 3179.2 1440.3 119.3 62.9 143.1 206.1 5607.9 
1968-69 2.3 3197.8 1480 8 804 2 61.5 166.7 228.2 5713.6 
1969-70 1.5 3211.9 1536.8 8413 62.3 178.6 241.0 5932.7 
1970-71 1.4 3234.3 1576.8 861.9 61.4 193.0 254.4 5929.0 
1971-72 1.4 3310.1 1639.4 883 0 62.9 235.5 298.4 6132.5 
1972-73 0.8 3375.0 1749.0 907.8 66.8 245.0 311.9 6344.7 
1973-74 

1974-75 0.9 3493.1 2021.2 960.0 68.5 171.8 240.4 6715.9 
1975-76 0.7 3537.1 2148.3 903.2 72.7 206.8 279.5 6959.0 
1976-77 0.4 41660 2298.8 1048.7 9.4 277.9 287.3 7801.5 

Note : Figures for the year 1973-74 are not available. 


Source : (a) Education in the states, different issues, Ministry of Education and Culture, Government of India, 
New Delhi. 
(b) Education in India, different volumes, Ministry of Education and Culture Government of India, 
New Delhi. 
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Percentage Distribution of Enrolment by Type of Institutions for Bihar from 
1955-56 to 1976-77 


Table 4,2 


Higher Education 


School 
Pre- Primary Middle Higher Higher Higher Total 
Year Primary Secondary Pro- General Higher 
fessional 

1955 56 0.01 60.50 22.69 11.89 1.33 3.51 485 
1956-57 0.02 60.02 22.69 12.08 1.22 3.83 5.16 
1957-58 0.02 58.38 23.36 12.49 1,35 4.37 5.73 
1958-59 0.02 58.25 24.21 12.49 1.17 3.84 5.01 
1959-60 0.02 58.38 24.62 12.38 0.74 3.82 4,57 
1960-61 0.02 58.05 25.05 12.59 0.74 3.51 4.25 
1961-62 0.02 56.92 25.74 12.84 0.72 3.72 4.45 
1962-63 0.04 54.65 27.37 13.29 0.83 3.78 4.62 
1963-64 0.04 54.37 27.83 13.11 0.84 3.77 4.61 
1964-65 0.04 53.87 28.58 10.55 2.49 4,43 6.93 
0.04 53.28 28.97 10,51 2.51 4.65 TAP 


1965-66 


OOL 
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1966-67 
1967-68 
1968-69 
1969-70 
1970-71 
1971-72 


1972-73 
1973-74 
1974-75 


1975-76 
1976-77 


0.05 
0.04 
0.04 
0.02 
0.02 
0.02 
0.01 


0.01 
0.01 
5.12 


57.02 
56.69 
55.96 
55.06 
54.55 
53.97 
53.19 


52.01 
50.82 
53.39 


25.54 
25.68 
25.91 
26.34 
26.59 
26.73 
27.56 


30.09 
30.87 
29.46 


14.05 
13.89 
1407 
14.42 


14.53 
14.39 
14.30 


14.29 
14.27 
13.44 


1.16 
1.12 
1.07 

1.06 
1.03 
1.02 
1.05 


1.01 
1.04 
0.12 


2.15 
2.55 
2.91 
3.06 
3.25 
3.84 

3.86 


2.55 
2.97 
3.56 


Compound Growth Rate of Enrolments by Type of Institutions for Bihar 


1955-56 to 1959-60 
1960-61 to 1964-65 
1965-66 to 1969-70 
1970-71 to 1974-75 
1955-56 to 1964-65 
1965-66 to 1974-75 
1955-56 to 1974-75 


12.47 
15.81 
—12.35 
—8.45 
17.46 
11.04 
2.98 


10.38 
2.39 
0.74 
1.55 
7.18 
1.21 

4.22 


10.50 
7.10 
—1.00 
6.00 
10.80 
2.25 
6.70 


12.20 
0.50 
6.50 
2.20 
6.37 
4.70 
6.90 


0.52 
20.00 
—12.50 
5.44 
14.50 
—6 25 


11.00 
10.50 


—6,20 - 


1.20 
11,20 
—2.50 
4.10 


3.32 
3.67 
3.99 
4.13 
429 
4.86 

4.91 


SSF 
4.01 
3.68 


8.50 
12.25 
—5.30 
1.50 
12.50 
—3.50 
4.05 
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Table 43 


Distribution of Plan Outlay on Education by Levels During Various Plans for Bihar 


(Rs. in lakhs) 


Levels of Education First Second Third Fourth Fifth Sixth 
Plan Plan Plan Plan Plan Plan 
Elementary education 220.00 1137.85 975.49 2529.53 7813.00 10168.80 
Secondary education 100.00 509.81 333.91 388.70 1285,00 1184.21 
University education 60.00 250.00 215.59 595.06 1789,00 1604.99 
Special education 15.00 50.00 — 1000 106.00 120.00 
Sports and youth welfare 45.00 61.15 — = 110.00 160.00 
Others — = 156.41 272.40 150.00 — 
General education 440.00 2008.81 1681.40 3795.69 11253.00 14300.00 
Technical education 80.00 199.95 345.96 352.00 407.00 950.00 
Art and culture 50.00 321.18 = = 45.00 150.00 
Total education 570.00 2529.94 2027.36 4148.00 11705.96 15400.00 
Total plan outlay/expenditure 5729.10 21467.28 19079.92 53128.00 129606.00 322500 00 


ZOE 


Dipuy u: uoNvonpy fo Buruiburg 


Elementary education 
Secondary education 
University education 


Special education 


Percentage Distribution of Plan Outlay on Education by Levels 


Sports and youth welfare 


Others 

General education 
Technical education 
Art and culture 


Total eJucation 


38.60 
17.54 
10.53 


2.63 
7.89 


71.19 
14.04 
8.77 
9.95 


44.08 
20.15 
9.88 


1.98 
2.42 


79.40 
7.90 
12.70 
11.79 


48 12 60.98 
16 47 9,37 
10.63 14 35 
= 0.24 
77.1 6.57 
82.94 91.51 
17.06 8.49 
10.62 7.81 


66.74 
10.98 
15.28 

0.91 


0.94 
1.28 


96 13 
3 48 


0.38 
903 


66.03 
7.69 
10.42 
0.78 
104 


92.86 
617 
0.97 
4.78 


Source: Bihar Plan Documents: Annual Plans as well as various Five Year Plans, Government of Bihar, 


Patna. 
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Table 4.4 
Sectoral Distribution of Plan Outlay in Various Plans of Bihar 

Subhead First Second Third Fourth Fifth Sixth 
Plan Plan Plan Plan Plan* Plan 
Agriculture and allied services 1503.30 6224.79 5201.54 9310.00 21050.04 58796 00 
Cooperation 39.00 — 1980.00 1559 22 2725.00 
Irrigation, floud and power 1682.00 6034.10 656353 27100.00 69676.99 180800 00 
Industries and minerals 119.20 1340 00 835.74 1752.00 5588 25 9865 00 
Transport and communications 800.00 2079.00 1468.62 3804.00 12810.74 24975.00 
Education 570.00 2529.94 2027 36 4148.00 6620.47 15400.00 
Other social services 835.20 3025.25 4915.26 4979.00 11106.86 28809.00 
Other services 180.00 104.20 95.23 55.00 1193.43 110.00 
Grand Total 5729.10 21467.28 19079 92 53128.00 129606.00 322500.00 

Percentage Distribution of Plan Outlay in Various Sectors 
Agriculture and allied services 26.24 29.14 27.26 17.52 16.24 18.23 
Cooperation 0.68 — — 3.73 1.20 0.84 
trigction, flood and power 29.36 28.11 34.40 51.00 53.76 56.06 


bor 


vIpUy u; uoNvonpyZ fo 3upuvuig 


Industries and minerals 2.08 6.24 


Transport and communications 13.96 9.68 
Education 9.95 11.79 
Other social services 14.58 14.09 
Other services 3.14 0.49 


4.38 ' 

7.70 
10.63 
25.76 
0.50 


3.30 
7.16 
7.81 
9.37 
010 


4.31 

9.88 
SIl 
8.57 
0.92 


3.06 
7.14 
4.78 
8.93 
0.35 


Source: Bihar Annual Plans (various issues), Bihar Plan Documents, First, Second, Third (draft), Fourth (draft), Fifth 


and Annual Plan 1981-82 ‚Government of Bihar, Patna, 
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Table 4.5 


Growth of Direct Expenditure on Education by Type of Institutions for the State, Bihar 
from 1955-56 to 1975-76 


(Figures in Rs. million) 


901 


Year Pre primary Primary Middle Higher Higher Higher Total Grand 
Schools Schoois Schools Secondary Professtonal General Higher Total 
Schools Education Education Education 
1955-56 0.02 23.25 16.10 25.13 4.68 11.57 16.25 80.86 
1956-57 0.35 25.40 16.23 26.15 5.00 14.24 19,25 87.44 
1957-58 0.62 30 63 18.55 29.78 5.87 16.24 22.11 101.13 
1958-59 052 34.67 20.50 34.23 6.66 18.31 24.97 114.44 
1°59-60 0.64 38.99 23 67 39.68 7.13 21.44 28.58 130.98 
1960-61 0.84 44.39 26.67 46.27 8.42 22.48 30.90 148.01 
1961-62 oll 48 44 28.78 50.22 10.00 2735 37.35 164.91 
1962-63 0.14 53.47 32.22 54.79 12.16 28.58 40.74 181.76 
1963 64 0.15 56.95 35.34 61.09 14.34 32.09 46.43 199.97 
1964-65 0.19 60.33 39.10 60.85 11.21 35.08 46.29 246.78 


1965-66 0.20 64 83 43.40 66.43 40.68 40 61 81.29 256.14 


DIpUT ul uonbonpg fo 3upuburg 


1966-67 
1967-68 
1968-69 
1969-70 
1970-71 

1971.72 
1972.73 
1973-74 
1974-75 
1975-76 


0.22 
0.22 
0.11 
0.11 
0.12 
0.11 
0.11 


013 
0.11 


69.91 
80.51 
89.61 

107.87 
124,82 
145.84 
180.66 


254.43 
292.04 


47.42 
53 54 
60.72 
68 08 
7812 
91.35 
115.43 


107 27 
204.24 


61.21 
65.77 
68.95 
74.78 
304 55 
415.76 
511.89 


694.56 
834.74 


37.34 
38.21 

40.92 
4391 

45.63 
50.56 
58.16 


68.78 
74.56 


57.58 
61.58 
79.12 
91.70 
100.31 
98.53 
123.66 


159.60 
177.84 


94.92 

99.76 
120.04 
135.51 
145.94 


149.09 
181.82 


228.39 
252.40 


273.70 
299.11 
839.43 
386.44 
433.54 
802.15 
989.91 


1194.79 
1583.51 


Source : Education in India, Volume 1 and 2, different volumes, Ministry of Education and Culture, Covernment of 


India, New Delhi. 
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Percentage Distribution of Direc 


Table 4.6 


for Bihar from 1955-56 to 1975-76 


t Expenditure on Education by Type of Institutions 


Schools Higher Education Grand 
Year Pre- Primary Middle Higher Higher Pro- Higher Total Total 
primary Secondary fessional General 

1955-56 0.02 28.88 19.92 31.07 5.79 14.31 20 10 
1956-57 0.04 29.04 19.00 29-89 5.72 16.28 22.00 
1957-58 0.06 30.29 18.34 29.44 5.81 16.05 21.86 
1958-59 0.05 30.30 17.92 29.91 5.82 16.00 21.82 
1955-60 0.45 29.77 18.07 30.30 5.45 16.37 21.82 
1960-61 0.06 29.99 17.82 31.26 5.69 15.19 20.87 
1961-62 0.07 29.37 17.45 30.46 6.06 16.59 22.65 
1962-63 0.08 29.42 17.73 30.15 6.69 15.72 22.41 
1963-64 0.07 28.48 17.67 30.55 7.17 16.04 23.22 
1964-65 0.08 24.45 15.85 24.66 20.75 14.21 34.97 
1965-66 0.08 25.31 16.94 25.93 15.88 15.85 31.74 
1966-67 0.08 25.54 17:33 22.37 13.64 21.04 34.68 


got 
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1967-68 
1968-69 
1969-70 
1970-71 
1971-72 
1972-73 
1973-74 
1974-75 
1975-76 


0.07 
0.03 
0.03 
0.03 
0.01 
0.01 


0.01 
6.66 


26.85 
26.40 
27.91 
28.79 
18.18 
18.25 


21.29 
18.44 


Compound Growth Rate of 


1955-56 to 1959-60 
1960-61 to 1964-65 
1965-66 to 1969-70 
1970-71 to 1974-75 
1955-56 to 1964-65 


1965-66 to 1974-75 
1955-56 to 1974-75 


24.61 
18.15 
—17.50 


2.82 
24.70 


—4.21 
9.59 


10.79 
6.33 

1072 
15.31 
996 


14.65 
12.68 


17.86 
17.89 
17.62 
18.01 

11.39 
11.66 


1.45 
12.90 


21.94 
20.31 
19.35 
19.50 
51.83 
Sil 


58.13 
52.71 


12.74 
12.05 
11.36 
10.52 
6.30 
5.88 


5.76 
4.71 


20.53 
23.30 
23.73 
23.14 
12.28 
12.49 


13.36 
11.23 


Direct Expenditure on Education by Type of 


8.00 

8.20 
9.42 
13.04 
9.28 


9.47 
9.95 


9.57 
5.63 
2.39 

17.93 
9.25 


26.45 
18.05 


8.80 
5.90 
1.54 
9.39 
9.13 


5.39 
14.38 


11.22 
9 30 
17.69 
9.73 
10.80 


14.66 
13,54 


33 28 
35.36 
35.07 
33.66 
18.59 
18.37 


19.12 
15.94 


Institutions 


10.58 
8.42 
10.76 
9.37 
10.37 


10.88 
13.78 


10.12 
6.91 
8.57 

1750 
9.84 


16.64 
14.41 
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Table 4.7 


Expenditure on Recognised Educational Institutions by Sources for the State, Bihar, 


from 1950-51 to 1975-76 


(Figures in Rs. million) 


Govern- District Local Muni- Univer- Fees Endow- Other Endow- Total expendi- 
Year ment board body cipal sity ments sources ment & ture by 
Sunds Sunds funds board funds other sources 
funds sources 
1950-51 26.96 17.15 2.55 16:75: 13 0.58 70.52 
1951-52 30.15 19.21 2.66 16.65 1.26 8.25 18.17 
1952-53 31.93 19,78 3.08 18.32 2.09 6.57 81.78 
1953-54 39.13 22.79 3.27 19.18 1.75 8.91 95.03 
1954-55 $3.12 (22.37 3.29 20.91 1.96 9.13 110.79 
1955-56 55.67 24.77 3.54 23.72 226 13.97 173.93 
1956-57 68.87 26.21 3.60 25.37 1.84 11.78 137.67 
1957-58 107.46 2.95 1.14 28.53 1.95 13.67 155.70 
1958-59 110.62 1.88 1.09 33.90 1.88 15.37 164.74 
1959-60 128.37 3.04 1.36 39:75 276 14.41 189.69 
1960-61 155.70 3.40 1.41 43.65 2.93 14.56 225.69 


Orr 


DIpuy ul uolponpy fo Bugunusz 


1961-62 171.86 4.83 1.54 49.00 3.82 18.51 249.56 
1962-63 170.41 4.03 1.54 49.84 4.43 22.79 253.05 
1963-64 

1964-65 

1965-66 

1366-67 246.22 6.33 2.01 68.91 28.71 35219 
1967-68 262.95 7.02 2.66 77.14 31.49 381.57 
1968-69 288.72 7.60 0.67 81.90 45.79 424.68 
1969-70 327.30 8.6) 1.98 88.22 47 34 473.46 
1970-71 369,27 9.16 2.12 93 82 52.71 527,07 
1971-72 351.93 556.54 
1972-73 444.52 727.00 
1973-74 

1974-75 663.29 925.53 
1975-76 784.34 1055.14 
Sources : 


(a) Education in the states (till 1960-61), different volumes, Ministry of Education and Culture, Government 


of India, New Delhi. 


(b) Education in India, Volume 1 and 2, different volumes, Ministry of Education and Culture, Government 


of India, New Delhi. 


doyig ul uoyvonpy fo suiguouLy fo usajj0q 


Til 


Taale 4.8 


Percentage Distribution of Expenditure on Recognised Educational Institutions by Sources 
for Bihar from 1950-51 to 1975-76 


Endowments 


Other Endowments 


Government District Local Municipal University Fees 
Year funds body body board funds funds sources and sources 
Sunds Sands 

1950-51 38 23 24.32 3.61 23.74 1.88 8.19 
1951-52 38.57 24.56 3.39 21.30 1.61 10.54 
1952-53 39.03 24.19. 3.76 22.40 2.56 8.03 
1953-54 41.17 23.98 3.43 20.18 1.83 9.37 
1954-55 47 94 20.19 2.96 18.87 1.77 8.23 
1955-56 44.91 18,99 2,85 19.33 1.82 11.27 
1956-57 50.02 19.04 2.61 18.42 1:33 8.56 
1957-58 69.02 1.89 0.73 18.32 1.25 8.77 
1958-59 67.14 1.14 0.66 20.57 1.14 9.32 
1959-60 67.67 1.60 0.71 20.95 1.45 759 
1960-61 70.75 1.50 0.62 19.33 1.31 6.45 

68.86 1.93 0.61 19,63 1.53 7.41 


1961-62 


TII 


pipuj uj uooonpq fo Bupuvug 


1962-63 
1963 64 
1964-65 
1965-66 
1966-67 
1967-68 
1968-69 
1969-70 
1970-71 
1971 72 
1972-73 
1973-74 
1974-75 
1975-76 


67.34 


69.91 
68.91 
67.98 
69.12 
70.06 
63.23 
61.14 


71.67 
74.34 


1.59 0.60 


1.79 
1.83 
1.78 
1.81 
1.74 


0.57 
0.69 
0.16 
0.41 
0.40 


19 69 


19.56 
2`.21 
19.28 
18.63 
17.80 


9.00 


8.15 
8.25 
10.78 
9,99 


10.00 
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Table 4.9 


Compound Rate of Growth of Expenditure on Education by Sources for Bihar 
Compound rate of Government District Local Muni- University Fees Endowments Other Endow- Total 
growth between funds beard body cipal funds sources ment & expen- 
5 years funds funds board other diture 
funds sources by 
sources 

1950-51 to 1954-55 14.52 5.45 — 4.50 — 5,50 8.13 9.55 — 9.45 
1955-56 to 1959-60 18.18 —34.27 ——16.50 — 10.50 4.03 061 — 8.88 
1960-61 to 1964-65 = — — — — — — 
1965-66 to 1969-70 6'76 — 7.50 — = 10.50 8.39 
1970-71 to 1974-75 12.42 sa - _ - - 11.91 
Compound rate of growth 
between 10 years 
1950-51 to 1959-60 16.89 —15.89 — —6.60 _ 9.02 7.58 9.57 = 10.40 
1960-61 to 1969-70 7.43 e — 7.29 _ 7.69 


Compound rate of growth 
between 25 years 


1950-51 to 1974-75 13.66 


Dupuy uj uouvanpy fo SulsuvuLy 
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Summary and Conclusions 


5.1 Summary 


The study as a whole can be analysed in terms of the 
following two aspects: ` 


(a) Allocation of resources to education in general 
under federal set up; and 

(b) Allocation of resources to education in actual 
practice in case of India at the first instance and 
then for the state Bihar. In the last part it tries to 
provide some proposals for exploring new ways of 
financing education. 


The second chapter contained a brief exposition of the 
mechanism of resource allocation in a federal framework in 


general and that for education in particular. 


f India is basically federal 


The constitutional system © 
ng unitary features. 


in character, but, of course with striki 
As such there are division of powers between the Union 
and the states in respect of raising and disbursing of 
public funds. Similarly, there is also the provision of distri- 
bution of resources between the Union and the states. 
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Generally, the division and distribution of resources done as. 
per recommendations of the following heads: 


(1) Division of resources and responsibilities; 

(2) Method of financial adjustments, and 

(3) The Finance Commission as the recommending 
agency. 


In a federal set-up resources should be divided on the 
basis of certain basic principles which are important for the 
efficient working of the federal system. They are as follows: 


(1) Fiscal Autonomy and Independence; 
(2) Matching of means and needs; 

(3) The principle of equity and transfers; 
(4) Economy in Costs; and 

(5) Need of an overall flexibility. 


The scheme of division of resources makes a distinct bifurca- 
tion between taxes to be levied by the Union and the states. 
A definite attempt has been made to give taxes with an inter- 
State base to the centre, and taxes with a regional or local 
base to the states. The residuary powers vest in the Centre. 
The scheme of division of resources follow the general principle 
that federal taxes should be uniform throughout the country, 
SO as not to discriminate between states. But, sometimes some 
Problems crop up in devolution of resources between the 
Centre and the states for which our constitution makers made 
specific provisions for remedying this imbalance. Therefore, 
in this context, some methods of financial adjustments have 


been evolved in order to attain the financial balance in the 
system, which include the following: 


(1) Redistribution of functions; 
(2) Revenue sharing; i 
(3) Supplementary levies; 

(4) State contributions} 

(5) Federal subsidies; and 

(6) Grants-in-aid. 
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Having studied the principles behind allocation of 
tesources in general under federal set-up we had also attempted 
to examine the same with respect to education broadly under 
two parts, namely, Centre-state relations in financing education 
and various sources of resources for financing education. 


With the adoption of the Constitution of India the place 
accorded to education in the federal framework drastically 
changed. As far as the Centre-State relations are concerned 
the constitution of India made three lists; 


List 1: List of Union Functions; 
List 2; List of State Functions; and 
List 3: List of Current Functions. 


Education was placed in the list 2, except a few minor parts 
of education which are placed in the list 1. Though education 
was explictly listed as a state subject, the constitution placed 
more responsibilities of education on the Central Government. 
Now-a-days it appears that the Central Government tends to 
bear the heavy responsibility of financing education. It 
becomes true by the recent constitutional amendments making 
education a concurrent subject on the one hand, and an in- 
creasing share of the Central Government expenditures in total 
educational finances on the other. The Central Government 
takes part in financing education particularly in three ways: 
The Central Government has its own central sector in education 
which are planned, implemented and financed exclusively by 
the Centre. Secondly, there is a sector known as centrally 
sponsored sector the responsibility of which the states do not 
accept on their own. They constitute part of the Central plan 
in respect of which the states act as executive agencies. Then, 
there is the centrally Assisted Sector which includes activities 
in the promotion of which the Centre is actively interested, 
though they are embodied in the state plans. The states do 
not accept the financial responsibilities of this sector wholly. 
Central assistance to the states for education falls into two 
broad categories. Firstly, there are the statutory grants under 
the award of the Finance Commission. This category of 
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assistance is given for meeting the “Committed Expenditure” 
of the states. The second category of assistance is the plan 
assistance which is given partly on loan and partly on grant 
basis. 


Centre-state financial relations in education can be 
studied in terms of the transfers that are taking place from the 
Centre to the states, from the states to the local bodies or 
from the government—Central, state or local to institutions 
which are managed completely either by the government or by 
private bodies. Such transfers from the Centre to the states 
take place through discretionary transfers. The Planning 
Commission, a permanent non-statutory and quasi-judiciary 
body which takes care of the Plan expenditure for development 
purposes. On the other hand, the Finance Commission, a 
statutory body appointed once in every five years reviews the 
maintenance expenditure. 


The process of devolution of resources for education, 
besides other things, depends on the contribution of various 
sources of educational finance. The sources of educational 
finance can be classified in terms of external sources and 
domestic sources. The domestic sources of educational finance 
constitute broadly, (a) Governments (Central and State 
Governments) contribution, (b) Local bodies, (c) Fees, 
(d) Endowments and other sources. We found that India has 


a multi-source finance system for education where different 


layers of the government participate in different ways in financ- 


He education. It is claimed that such a multiple source of 
nance for education has enabled Indian educational system 
to get larger resources than it could have got otherwise. 


It was Precisely in this perspective we have examined the 
pattern and distribution of expenditure on education in case of 


India at the first instance and then for the state, Bihar under 
the following heads: 


(1) Educational expansion by different levels of educa- 
tion that is the study of growth of expenditure on 
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education and its impact on the growth of 
enrolments. 

(2) Study of Plan expenditure on education in various 
plans. 

(3) Study of intra-sectoral allocation of resources to 
education. 

(4) Study of growth direct expenditure on education by 
various types of institutions. 

(5) Study of growth of expenditure on education by 
different sources. 


With these objectives in mind we have attempted, in Chapter 3 
to study the behaviour and pattern of distribution of expendi- 
ture on education exclusively in case of India. We found that 
expenditure on education as 4 proportion of the GNP has been 
increasing since 1950-51. Asa result of increasing expenditure 
on education the rapid development in the field of education 
has taken place. We found that not only the new educational 
institutions have been opened up but also the growth of enrol- 
ment in those institutions is quite stupendous which has 
resulted in educational explosion. 


Although the resources flowing into the educational 
sector are undoubtedly large in absolute terms but the study of 
allocation of resources in Five Year Plans confirm that the 
relative share of education in any five year plan is almost the 
lowest. In the analysis of intra-sectoral allocation of resources 
to education, it was found that increasingly Jarger amounts of 
resources are being spent on higher education and other levels 
of education particularly elementary and secondary levels of 
education are deprived of adequate resources. Further, when 
we considered the growth of direct expenditure by type of insti- 
tutions, it again told us the same story. The rate of growth of 
expenditure was higher at the higher levels of education and 
lower at lower levels. We concluded that there has been a 
clearcut shift in our educational policy which favour higher 
education and has paved the way for misallocation of resources 


to a large extent. 
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The other important finding of the study of financing of 
education in India is the increasing dependence on govern- 
ment funds and the diminishing importance of all other source 
of finance for education. Thus, the government alone assumes 
the sole responsibility of educational finance and administra- 
tion. 


In the final and the fourth chapter we have examined the 
pattern and distribution of expenditure on education in case of 
the state Bihar vis-a-vis India as a whole. Expenditure on 
education in the state, Bibar like India and other states has been 
increasing but in proportion to GNP it has been lagging far 
behind India and other states. The rapid escalation of expen- 


diture on education has led to development of education at a 
faster rate. 


on. Fin 
of educational finance we nn 


ment’s contribution in’ 


in the analysis of sources 
came to the conclusion that govern- 
Overall educational finances has been 
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-continuously increasing and those of fees, endowments and 
local bodies etc. have been declining over the period. 


5.2 Conclusion 


In the present study it was found that in India the 
growth of expenditure on education has been increasing over 
the last few years. Consequently the expansion of education 
at various levels has taken place. It was found that although 
in absolute terms the amount of resources being spent on edu- 
cation has been increasing but the relative share of education 
under various plans has been declining. Even within the 
educational sector a huge amounts of resources have been spent 
on higher and other levels of education while the elementary 
level of education has been grossly neglected. 


In the analysis of pattern of financing of education it was 
found that the government’s contribution in overall educational 
finances has teen continuously increasing and those of other 
sources like fees, local bodies etc. have been declining. Thus, 
the government has been playing a pioneer role in the system 
of financing of education. But this is not a very healthy trend. 
Under a federal set-up the burden of financing of education 
should be equally shared by other sources also. Thus, below 
we shall prescribe some important strategies for financing of 


education. 


5.3 Strategies for Financing of Education 


e financial condition of the 
Indian educational system are two-fold. The first consists of 
suggestions to raise more investment resources for education, 
while the second deals with economising and improving the 
efficiency in the utilisation of these resources. 


Our proposals to improve th 


We must turn necessarily to some of the proposals in the 
First Five Year Plan and promote diversification of sources 
of finance. We have Central and State-funds, and post-tax 
funds in private hands, but also the local body funds, the non- 
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tax payer’s funds (which predominate in rural areas) and so 
forth. Others sources to be developed might include the 
following: 


Contribution by Local Bodies 


The responsibility of investment at various levels/types 
of education should be distributed among various sources. The 
focal bodies (district boards and municipalities etc ) should take 
the full responsibility of primary education. The local bodies 
can mobilise the resources by imposing such levies as agricul- 
tural income tax, urban property tax, professional tax, etc. 
This will, apart from solving the financial problems, make the 
local people shoulder the responsibility of educating their 
children. The responsibility of professional/technical and 
vocational education both a School and higher levels, and on 
the job-training should be undertaken by the private and public 
industrial undertakings. If the responsibility is not taken up 
by them, a technical/professional education cess and a direct 
tax on industry may be imposed. There is every justification 


for this, since technically qualified people are employed mainly 
in industries. 


The state governments should take the responsibility of 
secondary education, and the Central Government that of 
higher education of general type. This provides for a large scope 
to havea uniform secondary school system throughout the 


state, and uniform higher education throughout the country 
with reasonable standards. 


Community Contribution 


This is a matter, partly of tax laws and partly of 
organisation even today there are many contributions to 
schools and colleges, occuring in a sporadic manner. What 
is needed is a more organised and Systematised collection. The 
Tax Laws need to be further liberalised. Contribution to 
primary school buildings should be treated in the same category 
as contribution to scientific research, 
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mposition of a Variety of Special Education Taxes 


ioti: Ea argues for imposing payroll tax proportionate 

eaa otal labour force, and then to forgive part of the tax 

af ne satisfactory programmes of education and training 
ithin industry are undertaken.’ 


A variety of special educational taxes can be introduced; 
taxable capacity can be increased particularly when a link is 
clearly established between increased tax payments and 
increased level of educational outlay. At higher stages more 
resources can be mobilised by introducting the often discussed 
graduate tax.” Since people receive education at the cost of 
the society’s resources (with a little financial investment of their 
own), there is every justification to ask them to pay 4 small 
percentage of their earnings to the society in the form of 
graduate tax’. Apart from introducing new specific taxes, an 
efficient way of collection of existing taxes improves the finan- 


cial resources of the exchequer.” 


Revision of the Existing Fees Structure 


A revision of the existing student fees structure is 
urgently needed. A differential fees system about which we 
have discussed in the third chapter coupled with a better 
scholarships and stipends programme may, apart from provid- 
ing more resources for education, improve the equality of 
opportunity in education without affecting the standards of 


education. 
‘Educational Vouchers’ originally 


Blaug speaks about 
nd developed by Wiseman and 


proposed by Friedman a 
1. See B. Higgins, “Financing Investment in Education,” in Investment 
in Education, UNESCO, Bankok. 1967, P- 311. 

2. For its merits and demerits, H.G. Lennerster et- al., has talked & 


lot. ‘‘A Graduate Tax,” Higher Educational Review, Autumn, 1968. 


3, The Committee on Educational Finance (1961) discusses various 


ways of improving income tax. 
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Peacock, “The key to the voucher scheme is the distribution to 
all parents of vouchers exchangeable for education in any 
‘school, whether state or private, that satisfies minimum 
educational standards, the value of the voucher being related 
to some notion of the average cost of education of children 
of different ages”. Though the scheme sounds well, the 
effectiveness of the scheme in such poor countries are ours is 
doubtful. We need careful investigation before it is actually 
taken up. 


Lastly, every effort should be made to encourage private 
contributions to education in the form of imposing no ceiling 
on the tax-exemption for contributions to education. Ways 
should also be explored to appropriate the wealth and property 
of the religious institutions for educational activities. 


Apart from mobilising new resources, the financial pro- 
blems in education can be solved to a substantial extent by 
More efficient utilisation of resources. 


A The Education Commission clearly pointed out that, “it 
is impossible to create an educational system which would meet 
the individual and national needs if conventional techniques, 


existing practices of underutilisation and wastage were to 
continue”.5 


, Better utilisation of the existing resources will increase 
the input-output ratio of the educational process. Substantial 
economies can be effected through introduction of non-formal 
education. For example, J.P. Naik® argues for abandoning 
the present emphasis on professionalisation of teaching, and 


4. M. Blaug, An Introduction to Economics of Education, Penguin, 
Middlesex, 1970, p. 307. 

Education Commission, Report of the Education Commission: Educa- 

tion and National Development, Ministry of Education, New Delhi, 

1966, p. 486. 

. J.P. Naik, Policy Performance in Indian Education (1947-74); 


Dr. K.G. Saiyidian Memorial Lectures, 1974, Orient Longman, 
1975, New Delhi. 


De 
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suggests the harnessing of services of suitable persons from 
the community on the one band, and the use of students as 
teachers on the other. J.P. Naik,” puts forth a bunch of 
suggestions to improve the efficiency of investments or to 
reduce the costs of elementary level education. They are: 


(a) increase in the teacher-pupil ratio by the adoption, 
if necessary, of the double shift system; 


(b) introduction of large programmes of part-time 
education combined with the multiple-entry system; 


(c) reduction in the expenditure On buildings through 
the expenditure on buildings through the use of local 
agency and materials; and 


(d) reduction in the costs of text pooks and teaching and 


learning materials by providing them free of charge 
to all children on the school premises during working 


hours. 


s like the reduction in the size of the schools 
solidation of small units and providing 
her infra-structure may result in some 
is that there is under- 
y’s educational facilitiese 
lve the financial problem 


The measure: 
and colleges and con 
transportation and ot 
more economies. The argument 
utilisation of resources of the countr: 
A better utilisation of capacity will so 
to a large extent. 


Mobilisation of resources through diversification of 
resources is thus, an important question which can be discussed- 
Although spectacular results cannot be expected in the short- 
tun, but if systematic and rigorous efforts are made it may be 
quite possible to introduce directional changes in the pattern 
of financing education. But it is & difficult task. As 


Ind'a : A Promise to Keep, Allied 


7. J.P. Naik, Elementary Education in 
Publishers, Bombay, 1975, pe 69. 
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Veeraraghavan,® has rightly pointed out,“‘there willbe resistence 

to some proposals and the question of political feasibility will 

be inevitably raised. But political feasibility is not to be 

identified with populism. Raising of resources is not a soft 

option and the words are not to be used as an “escapist” 
“ devise to evade hard decisions.” 


8. J. Veeraraghavan, “Educational Planning in India,” Seminar on 


Mobilisation of Additional Resources for Education, July 27-31, 1982, 
Reading Material, NIEPA, New Delhi, p. 221. 


Appendix 


(A) An Explanatory Notes on the Tables 


For the purpose of our study the important sources of 
the data which have been consulted are the following: 


(1) Education in India (Volume 1 and Volume 2). 


(2) Education in the States 
(38) A Handbook of Allied Educational Statistics. 


(4) Various plan documents for the data on plan, 
documents for the data on plan outlays/expendi- 
ture separately for India as well as the state, Bihar 
(various annual plans as well as five year plans 
documents). 


The educational statistics are gathered mainly from the 
Ministry of Education’s publications. The Ministry’s annual 
publication entitled, ‘‘Education in India” presents thsse 
statistics in almost the same form as is shown in the tables. 
This publication is divided into two volumes, volume one and 
volume two. Volume one contains statistics for Indian Union 
as well as its states, on education, organisation, primary, 
secondary and university education, training of teachers, pro- 
fessional, technical and social education, volume two provides 
consolidated data at all-India as well as for the states in 
This volume gives the information results, 


separate tables. 
examination results, 


institutions, pupils, teachers, expenditure, 
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education in rural areas, state education statistics etc. ‘‘Educa- 
tion in the states” is another publication of the Ministry which 
used to be published till 1962-63, contains all the informations 
regarding education. 


The following explanatory notes are provided in the 
Ministry’s publication. 


(1) 


(2) 


In ‘Education in India Volumes’ the institutions are 
classified by type/stages of education. Under the 
types and levels of education separate statistics are 
provided about the number of institutions for 
general education (pre-primary, middle, higher 
secondary, arts/science colleges, universities and 
research institutions) professional education and 
special education. Separate statistics are avaliable 
for boys and girls on the important aspects. 
‘Education in the States also provide the classifica- 
tion of institutions by type and levels of education 
separately for boys and girls. 


These statistics relate to recognized institutions 
only. Recognized institutions are those in which 
the course of study followed is that prescribed or 
Tecognized by the Government, or by a University 
or by a Board of Secondary and Intermediate 
Education constituted by law and which satisfy one 
or more of these authorities, as the case may be, 
that they attain to a reasonable standard of efficiency. 
They are open to inspection and their pupils are 
ordinarily eligible for admission the publication 
examinations and tests held by the Government, of 
the University or the Board. 


(?) The Academic Year in these tables is taken to 


coincide with the financial year ive. from April 1 to 
March 31 of each year. The enrolment figures 


relate to enrolment as on the 3lst March of each 
year. 


(4) 


(5) 
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Colleges for general education include all arts and 
science colleges at the degree and the post-graduate 
level. The professional college category consists of 
all agriculture engineering, law, medicine, veterinary 
colleges and those engaged in teaching commerce, 
teacher’s training courses, forestry, physical educa- 
tion and such other courses. Colleges for special/ 
other education consist of colleges of home sciences, 
music, dance and other fine arts oriental studies, 
sociology etc. 

For purposes of institutions, enrolment data are 
classified into various types of institutions. The 
different stages/levels/classes distinguished for class- 
ifying enrolment are as follows: 


Primary stage/Class I-V, Middle stage/Class VI-VIII, 
Highe/Higher Secondary Stage/Classes I-IX or XII, Interme- 
diate vocational education (School Standard), BA/B.Sc., M.A.I 


M.Sc., Research, Professional education (College stan 


dard), 


special education (College standard). 


(6) 


(7) 


Schools for vocational and technical education in- 
cludes all schools imparting teaching in subjects of 
agriculture, engineering, commerce, arts and crafts, 
prestry, medicine and veterinary, physical education, 
training, teacher's training and technical and industrial 
training. Schools for the handicapped, social 
workers, oriental studies as also those which are 
engaged in teaching music, dance and other fine arts 
and social (adult) education schools come under the 


category of schools for special/other education. 


The statistics on national educational expenditure 
include all expenditure by educational institutions 
through out the country as well as expenditure 
incurred on educational purposes by the Central 
Government, all the states/union territories and by 
all the local boards with responsibility for education. 
` All expenditure on education is classified under two 
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two main heads, namely ‘Direct’? and ‘Indirect.’ 
Indirect expenditure means the operational cost of 
instruction and is the amount spent directly on the 
maintenance of the institutions and payment of 
salaries to the staff. Indirect expenditure represents 
the amount incurred on direction, inspection, 
buildings, furniture, scholarships, hostels and other 
miscellaneous items which by their nature cannot be 
opportioned to any individual institution or type of 
institution. Direct expenditure, on the other hand, 
is accounted for under the names of various branches 
of education—universities, boards of education, 
research institutions, art and science colleges, 
colleges for professional and technical education, 
colleges for special education, higher secondary 
schools, high and middle schools, primary and pre- 
primary schools, vocational and technical schools 
and special educational schools. 


It should be noted here that our data relate to the direc? 
expenditure on education by type of institutions only. 


(8) The statistics on cducational expenditure have also 
been collected in terms of sources. The main sources 
providing funds for educational expenditure are 


classified as follow : 
(a) Government 


(i) Central; and 
(ii) State 


(b) District boards 

{c) Municipal boards 
(c) Fees 

(e) Endowents etc., and 
(f) Other sources, 


The Ministry of Education has introduced a revised 
system of collecting and Presenting educational statistics for 
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the year 1976-77 published in 1979 and the new system will 
continue as per the stipulation. However statistics for the 
whole period 1950-51 to 1975-76 can bz comparable. 


(B) Duta Calculation 


a) 


(2) 


(3) 


We have calculated the percentage distribution of 
expenditure on education by type of institutions as 
well as by sources. Similarly, we have also calculated 
the percentage distribution of enrolment by type of 
institutions. 

The percentage share of 
plan outlay in various p. 
each level of education out of t 
education has been calculated. 
We have also calculated the compound growth rate 
for expenditure on education by type of institutions, 
by sources, growth of enrolment by type of 
institutions taking into consideration three different 
periods, namely, (a) 5 years of period; (b) 10 years 
of period; and (c) 20 years of period. 


education in terms of total 
Jans as well as the share of 
otal plan outlay on 
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